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AMA ANNOUNCES 
A Conference of Special Importance 


Cw 


COLLECTIVE BARGAINING 


MAY 24, HOTEL ASTOR, NEW YORK CITY 


A CONFERENCE to study current trends in collective 

bargaining will be held by AMA at the Hotel Astor, New York City, May 24. 
Scheduled for a time when collective bargaining will be in one of its most 
critical phases of development in our country, the Conference will get to 
the heart of the most fundamental aspects of labor relations. The sessions 
will be devoted to such important questions as: 

WHAT IS THE SCOPE OF COLLECTIVE BARGAINING? 

WHAT SHOULD THE AGREEMENT INCLUDE—AND EXCLUDE? 

IS THE CONTRACT A JOINT “BILL OF RIGHTS”? 


SHOULD THERE BE MANAGEMENT SECURITY CLAUSES? 
WHAT ARE THE “TERMINAL POINTS” IN ARBITRATION? 





The time has clearly come when management can profitably study its 
collective bargaining position with a view to determining what stage has 
been reached in management’s contractual relations with labor, to decide 
what is the scope of bargaining, what is bargainable, and whether the 
collective agreement is a protective instrument for both management 
and labor. 


Speakers at this meeting will include members of the War Labor 
Board (both public and industry representatives), management executives, 
impartial industry chairmen, and others who occupy industrial positions 
in labor relations. 


The AMA Personnel Council believes too much stress cannot be 
placed on the importance of this meeting, and earnestly suggests that the 
Conference be brought to the attention of top management executives. 
The AMA in sponsoring the Conference is offering an excellent opportunity 
to gain an insight into the thinking of individuals who have continuously 
observed labor developments since the war began. This is not a “postwar” 
meeting, but it may foretell much about the pattern of postwar collective 
bargaining. 


AMERICAN MANAGEMENT ASSOCIATION 
330 WEST 42nd STREET NEW YORK 18, N. Y. 
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Cost Reduction in the Postwar Era 


United States must win three wars 

—one against Germany, another 
against Japan, and a third against low 
postwar levels of productivity and em- 
ployment at home. Loss of the third war 
might result in losing all for which we 
have fought the first two wars. That 
would be the most ironic and tragic 
event in the history of mankind. Even 
as the war in Europe approaches its 
climax and as action in the Pacific is 
accelerated, we face the initial engage- 
ments of the third war. 

To sustain a healthy postwar economy, 
low costs, low prices, high values are 
essential. It is the purpose of this dis- 
cussion to survey practical ways and 
means for effective cost reduction and 
control. 

Research and development of design 
have received great impetus during the 
war years, and to these functions we may 
look for great influence upon postwar 
costs. Any competent designer will tell 
you that he can do wonders whenever he 
can develop a new product without re- 
strictions imposed by old elements of de- 
sign, old tools or traditions. As we enter 
postwar competition, many new products 


T has been said that the people of the 





will have been developed without such 
restrictive influence. 

Warfare forces research to adopt a 
faster pace. After World War I many 
existing industries were greatly accelera- 
ted, and great new industries sprang into 
being. When the curtains which now 
conceal the work being done in our re- 
search laboratories are withdrawn, many 
interesting product ideas will be dis- 
closed. 

Weight reduction has been mentioned 


as an important consideration. It is sig- . 


nificant in the design of all products, 
but it is doubly significant in products 
where motion is involved. In the design 
of static products, weight reduction has 
the effect of merely reducing material 
cost in proportion to lessened weight, 
whereas in products which have dynamic 
characteristics a second gain may be 
achieved as the result of improved per- 
formance characteristics. 

There has been too much stratospheric 
conversation about new materials. Imagi- 
native copywriters would have us be- 
lieve that in the postwar era we shall 
live in a bright new world composed 
almost wholly of plastics. It is true that 
since Hyatt exploited celluloid in 1869 


For publishers’ addresses or information regarding articles or books, apply to AMA headquarters. 
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and Dr. Baekeland compounded formal- 
dehyde and carbolic acid more than 30 
years ago to create the basis for the 
plastics industry, modern chemical re- 
search has developed an infinitely varied 
and fascinating series of plastic com- 
pounds which will be available to de- 
signers to perform suitable functions in 
postwar design. In some degree they may 
replace older materials. They may form 
the basis for many new marketable prod- 
ucts. But in all likelihood they will ful- 
fill a somewhat minor function as con- 
stituent elements in the design of known 
products. 

Similarly, the “light metals,” by virtue 
of greater availability and lower cost, 
will be considered in proper perspective 
as evolutionary rather than revolutionary 
elements in future design. No doubt the 
trend which was apparent before the war 
toward increased use of aluminum alloys 
in vehicles and in moving machine parts 
will be accelerated. During the war we 
have learned much about the value of 
magnesium and more about its practical 
processing. 

Stainless steels will find increasing 
areas of usefulness and may challenge 
the lighter metals in many applications. 

Plywoods bound with plastic com- 
pounds have opened great new areas for 
commercial exploitations 

The progressive engineer, with proper 
guidance from his management, will find 
many opportunities for cost reduction 
in the simplification and standardization 
of design elements. All elements of the 
final product will be critically examined 
to determine how parts or assemblies of 
uniform design can be used in multiple 
applications where parts or assemblies 
of varied design previously were speci- 
fied. Draftsmen will not be permitted to 
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design minutely different new parts until 
they have exhausted all possibilities of 
applying an existing part without change 
or with minor modification. 


Processing and Mechanization 


Increasing wages provide management 
with a compelling incentive toward in- 
creased mechanization. In the absence 
of improved productive efficiency, arbi- 
trary wage increases, arbitrary reduction 
in working hours, and decreased produc- 
tive effort on the part of workers will 
lead simply to increased costs and re- 
duced living standards. 

The U.S. Census of Manufacturers 
shows conclusively that during the 35- 
year period from 1899 to 1935 the aver- 
age annual productive rate per worker 
and the average annual income per 
worker have risen and fallen propor- 
tionately. Both increased more than 
threefold from 1899 to 1929, both de- 
clined from 1929 to 1933, and both 
again increased proportionately in 1935. 

The Committee for Economic Develop- 
ment sets forth as a desirable objective 
in the immediate postwar period an in- 
creased employment level approximately 
20 per cent above that of 1940, but it in- 
dicates that this increased employment 
should produce goods and services 46 
per cent above the levels of 1940. 

Most manufacturers have files contain- 
ing detailed plans for improved processes 
and for elaborate mechanization. At pre- 
war wage levels, many of these schemes 
could not profitably be put into effect be- 
cause the calculated return at those wage 
levels would not justify the investment. 
High wage levels induced by events of 
the past decade, greatly accentuated by 
war conditions, and persisting in the 
postwar period, will release many of 
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these projects during the reconversion 
era. 


Moreover, many problems of war pro- 
duction have been solved by radically 
changed processing and improved mech- 
anization, and these newly learned tech- 
niques will be marshaled to meet the re- 
quirements of the postwar period. 


Though the tendency toward constant 
and rapid improvement in processing 
and mechanization has been character- 
istic of American manufacturing opera- 
tions for many years, this trend will be 
greatly accelerated in the years imme- 
diately after the war. 


Of course, this accelerated mechaniza- 
tion will bring cries of anguish from the 
technocrats, and we may be involved in 
some really difficult temporary problems 
of “technological unemployment.” None- 
theless, the trend is inevitable. The im- 
mutable law of compensation will not be 
denied, and we must continue to follow 
the evolutionary process which has so 
greatly contributed toward higher living 
standards by bringing about increased 
real wages and expanded markets, and 
by supplying more and more of the un- 
limited wants of the people of the world. 


Improved plant-load factors will con- 
tribute to cost reduction. To establish 





the usually unattainable economic ideal, 
one multiplies the proved maximum 
hourly’ capacity of a plant by 8,760 (the 
number of hours in a year). Compari- 
son of actual annual production with the 
resultant figure frequently discloses a 
startling discrepancy. If the plant-load 
factor so computed is 5 or 10 or 15 per 
cent, the progressive manager does not 
concern himself with the impossibility 
of closely approaching a load factor of 
100 per cent. He realizes that he may be 
able, by various sound expedients, to 
double or triple his plant load factor, 
thereby accomplishing greatly improved 
utilization of capital, better relationship 
between depreciation and obsolescence, 
lowered expense burden, more desirable 
labor relationships and labor proficiency, 
all of which, with other manifest bene- 
fits, will contribute to cost reduction, 
product improvement, and better cus- 
tomer relationships. 


From an address by Louis Ruthenburg 
before a conference of The Economic 
and Business Foundation, February 17, 
1944. 


Note: This paper also discusses the effects 
of incentives, better supervision, etc., upon pro- 
duction costs. The publication from which it 
is excerpted, Reducing Production Costs in the 
Postwar Period, may be ordered from The 
Economic and Business Foundation, New Wil- 
mington, Penn. 
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A Practical Policy on Company Donations 


O solicitations for funds pour in 
D on your company ? 

They have on R. G. LeTour- 
neau, Inc. Many, probably most of 
them, are for legitimate and worthy 
causes. Others are simply the attempts 
of the “easy money” boys to cash in on 
the confusion occasioned by the multi- 
tude of war relief drives. 

Even if the company were willing, it 
would be practically impossible to sub- 
scribe to all the funds for which we are 
solicited. So we set about working out 
a policy. 

First step was to centralize handling of 
all requests in the advertising and public 
relations department. Previously, re- 
quests for donations had been handled 
by any one of a number of major execu- 
tives. The results: lots of “buck pass- 
ing,” which often discouraged solicitors 
for legitimate causes, while shady solici- 
tors would be turned down by one exec- 
utive only to sell another and depart with 
a check. The new procedure frees top 
executives of time-wasting solicitations 
and assures the solicitor of a quick hear- 
ing and answer. What’s more, when all 
solicitations come to one point, it’s pos- 
sible to build up an experience file and 
background helpful in analyzing solici- 
tations. 


Next step was to set down in black and 
white a policy covering donations, con- 
tributions, and good-will space. This 
policy reads as follows: 


To place responsibility and eliminate 
confusion, the following should be regarded 
as the company’s general policy on dona- 
tions, contributions and good-will space: 

The Advertising and Public Relations 
Manager shall have the power to authorize 
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contributions up to $200 without other 
management approval, except for: 

(a) State and National charities (i.e., 
out-of-the-city fund drives), which properly 
should be passed on by the Board of 
Directors. 

(b) Special projects, such as Industrial 
Salvage Committee, American Legion Disas- 
ter, etc. On these latter, the Advertising 
and Public Relations Manager shall confer 
with the General Manager and Treasurer. 

All contributions above $200, particularly 
the company’s share to Community Fund 
and to Red Cross, shall require the ap- 
proval of the Board of Directors. 


Do’s and Don’ts 


1. If there’s any doubt about the soliciting 
organization, always check with the Better 
Business Bureau. 

2. Never be high-pressured into getting 
a check made out to hand direct to the 
solicitor. If the project is worthy, they can 
wait for the money to clear through the 
proper channels of a Purchase Order and 
Invoice. 

3. It should be our aim to confine com- 
pany donations, in the main, to bona fide 
charities represented by active local chap- 
ters. 

4. Special contributions to trade associa- 
tions shall be referred to the Board of 
Directors. 

5. We will look with a jaundiced eye on 
programs for shows, conventions, etc. If 
the cause appears worthy, it shall be com- 
pany policy to contribute outright rather 
than to use space because the cost of print- 
ing reduces the amount of- contribution 
actually reaching the cause. 

6. We shall say “No” to yearbooks put 
out by convention groups, fraternal or labor 
organizations, etc. 

7. We shall say “No” to special issues of 
Army, Navy and Legion papers. 

8. Contributions by the company to politi- 
cal parties are forbidden by law. To avoid 
any semblance of flouting this law, the 
company shall refrain from taking space in 
political yearbooks. 

Contributions to charities, trade associa- 
tions, and religious organizations shall be 
charged to the “Donations and Contribu- 
tions” account. 

Space used in newspapers or other regu- 
lar publications for company messages, 
other than our regular trade advertising, 
shall be charged to “Good-will Space.” If, 
contrary to policy stated above, space in 
programs should be authorized, cost shall 
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be charged to “Donations and Contribu- 
tions.” 

The above is set down as general com- 
pany policy. It should be remembered that 
the administration of such policy, if we are 
to gain for the company public good will, 
is a matter of judgment and tact. 


In actual practice the advertising and 
public relations manager passes on all 
requests for funds up to $200, but ex- 
ceptions listed above give him an “out” 
if the pressure gets too great. 

This written policy has been a big help 
in determining what to support and what 
to turn down. By reducing the number 
of “phonies,” it has increased the 





amounts available for really worthy 
charities. 

To build up an experience file on soli- 
citations, we keep a very simple record, 
This record includes the name of the soli- 
citing organization, what was asked for 
(i.e., donation, advertisement in pro. 
gram, etc.), date, Better Business Bu- 
reau comment, amount requested, 
whether approved or not, and any special 
remarks pertinent to the matter. By 
GeorcE C. McNutt. Printers’ Ink, Feb- 
ruary 25, 1944. p. 20:2. 


New Multiple Management Plan 


firms have been subscribing more 
and more to the homely theory that 
two heads in management are often 
better than one. From this idea has 
grown the multiple management plan, 
which under various names is working 
successfully in an increasing number of 
larger industrial concerns. Recently such 
a plan was launched by the A. E. Staley 
Manufacturing Company, Decatur, IIl., 
with a board of 12 men named to com- 
prise the new Management Advisory 
Board—Manufactring Department. 
This board, made up of the 10 divi- 
sional superintendents in the plant, with 
the addition of the representative of su- 
perintendents and the standards depart- 
ment head, has already started function- 
ing. The group is a separate and inde- 
pendent body. It organized, formed its 
own by-laws and rules of procedure, and 
elected its own officers without any in- 
structions or recommendations from 
company executives. 


F ORWARD-LOOKING business 
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Since the principle behind multiple 
management is to utilize all talent and 
ability for the greatest good of the com- 
pany, the men on the board are free to 
discuss and suggest any ideas or plans 
which they feel will accomplish that pur- 
pose. They are under no obligation to 
submit minutes of their meetings to any- 
one outside their group, and no executive 
of the company will attend any meeting 
unless invited by the board. After a 
conclusion on some subject has been 
reached, the board may prepare its 
recommendation and submit it to the 
president of the company, the general 
superintendent, or to other executives 
directly concerned. It may make recom- 
mendations on any subject which it feels 
may affect the company. 

All recommendations submitted by 
this group will be given consideration. 
If they are not adopted and put into 
effect, the board will be given a full 
explanation of the reason for their re- 
jection. The company, which feels it has 
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much to gain through this plan, stresses 
the fact that no recommendations of the 
board will be ignored. 

When the board has a subject under 
discussion, the members are free to ask 
any executive for whatever information 
may be needed on the subject, and they 
have been assured that the information 
will be forthcoming. Where it seems 
necessary or desirable to have some ex- 
ecutive meet with the board to aid in dis- 
cussion, the board has been told to ask 


any executive it cares to have with it. 

Through working on this board the 
group will undoubtedly acquire a better 
knowledge and understanding of the 
company, its operations and problems. 
Members will obtain background infor- 
mation and training which may qualify 
some.of them for more important duties, 
and while their recommendations may 
not be deciding, they will exert a healthy 
influence in the general management. 


The Staley Journal, March, 1944, p.16:2. 


“Background” for Better Publicity 


HHOUSANDS of American busi- 
nesses lose out on potentially valu- 
able publicity every year because 


’ they are unprepared to offer background 


data upon which stories, articles and 
special mentions can be built. The 
simplest of quick reference essentials— 
history of the company and its products, 
biographies of top personnel, outline of 
plant and equipment—too often depend 
on the meager notes and cloudy memo- 
ties of company officials. 

Not all companies rely on scattered 
bit records, to be sure, yet only a com- 
parative few have well-developed basic 
reference files along the lines mentioned. 

Here’s what frequently happens: 

An editor or writer calls on a company 
with some particular theme for a story 
based on the company’s known strong 
points. Regardless of whether the cen- 
tral idea is one of manufacturing pro- 
cesses, sales and advertising, delivery or 
what not, background facts must be 
interwoven to make a_ well-rounded 
story. The editor or writer asks for such 
material. If the authoritative essentials 


May, 1944 


are at hand, the task is simple for all 
concerned. If not, partial data is secured 
from various quarters, and the advertis- 
ing manager, or whoever’s interviewed, 
tries to fill in from memory. If that falls 
short of the goal, he calls others into 
conference, with varied results. As a 
rule, the valuable time of several of the 
company’s high-salaried executives is 
taken up and the final outcome is short 
of satisfactory. 

Direct calls by editors and writers rep- 
resent but one of many publicity oppor- 
tunities. By far the greatest potential op- 
portunity lies in the field of engineered 
releases to various publications. And 
basic data furnishes the background. 

Other possibilities are extensive. 

To indicate the opportunities, let’s con- 
sider, the system of the White Motor 
Company, whose advertising and sales 
promotion department heeded the fre- 
quent calls for basic data and decided 
to do something about them. The result 
is that today the company has well- 
developed material to meet all average 
demands. 
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One of the first things that seemed 
necessary was a good general history cf 
the company which would indicate its 
progress and position in the industry 
while setting forth the stages of change 
and accomplishment from the organiza- 
tion’s birth. True, the company, like 
many others, had a bound anniversary 
history, but such volumes are out-of-date 
in a year or two and not readily subject 
to additions. What was needed was a 
mimeographed history, readily main- 
tained and well adapted to publicity pur- 
poses. At the same time, it was recog- 
nized that a chronological, quick-refer- 
ence history by years would also be 
desirable. 

The value of such reference data has 
been demonstrated beyond anticipation. 
The narrative history, for instance, is 
clipped to every release in which the 
subject would seem to demand such 
background information, or where the 
editor might use it for sapplementary 
reference or comment. It is also em- 
ployed to answer a frequent demand 
from encyclopedias, schools, libraries, 
house organs, associations and publish- 
ers. And it’s used as a “pass-out” to 
press men who visit the plant on special 
occasions, thus arming them with basic 
facts and leaving them free to discuss 
the things of immediate interest. Photo- 
graphic illustrations are also provided. 

The chronological history is used a 
great deal within the organization to pin 
down facts. Even the old-timers find 
need for it. Too often, false assump- 
tions are drawn or misguided informa- 
tion circulated, but the bible of authority 
sets them straight. 





Next, White developed a history of its 
participation in World War II, together 
with a brief description of its military 
products and their accomplishments, In. 
dividual and more extensive descriptions 
of each product were also compiled, In 
addition, the company’s participation in 
previous wars was chronicled, with illus. 
trations, to provide a complete: back. 
ground record. Such material has been 
of inestimable value both for accurate 
reference and to meet many requests for 
information. 

Realizing that personal information 
regarding top executives was frequently 
requested, the company accordingly pre- 
pared a series of “thumbnail” biogra- 
phies. These not only indicate officials’ 
educational background and experience, 


but also contain information of human ° 


interest. In mimeographed form, they 
are on file for any emergency. 

Use of the biographies has been 
varied. They are: employed in connec- 
tion with articles written under execu- 
tive names, or in connection with ad- 
dresses before associations and public 
gatherings. A biography lends prestige 
to the person involved and furnishes ma- 
terial which the editor of a paper often 
uses in an accompanying note. Now, 
when encyclopedias, yearbooks, special 
editions, etc., request biographies, they 
can be furnished with a minimum of 
effort. 

This kind of foundation data not only 
gains valuable publicity and reduces the 
cost of handling to a minimum, but it 
assures accuracy of the resulting story 
as well. By Witson B. Fiske. Forbes, 
March 1, 1944, p. 18:1. 


Back the Attack!—Buy War Bonds 
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Office Management 


The Office of the Future 


HE day when all the inventions de- 

veloped and improved during the 

present war have been turned to 
civilian use will be the day when the 
business office takes on an efficiency far 
beyond anything it has known before. 
This optimistic forecast is made by E. 
H. Conarroe, director of management 
service of the Policyholders Service Bu- 
reau, Metropolitan Life Insurance Com- 
pany. 

The extensive use of photography in 
office practice is one of the more fascinat- 
ing possibilities visualized. Increased 
use of microfilming processes whereby 
tons of seldom-used records may be 
turned into mere pounds of films is en- 
visioned by Mr. Conarroe. 

The filing cabinets in the dream office 
will be made of aluminum or some light- 
weight plastic, which can be readily 
lifted and moved at will. 

Another use of the photographic pro- 
cess in offices will be the photo-transmis- 
sion of records from office to office in 
much the same way the wirephoto pro- 
cess now transmits photographs from 
one city to another. By this method exact 
duplicates of checks, deeds, policies, and 
other vital business papers could be 
transmitted overland with lightning 
speed, facilitating the quick transaction 
of business. 

With regard to desks, Mr. Conarroe 
feels that manufacturers have not suffi- 
ciently explored the possibility of making 
desks fit the individual user. Heights of 
desks should be adjustable at the touch 
of a little finger—or at least the twist 
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of a strong wrist, he believes. Such a 
change would enable every office worker 
to have a desk with height set correctly 
for maximum efficiency. Another desk 
of tomorrow might be equipped with a 
top which could be tilted for more eff- 
cient use by the man who sits at a desk 
and reads all day. 

The new office will have more electri- 
cal machines. Mr. Conarroe foresees 
more extensive use of the electric type- 
writer, for example. And typewriters 
will be equipped with more varied styles 
of type, aiding the office to produce 
material now set in print shops. 

The lessons learned by bigger indus- 
trial companies in installing efficient, 
comfortable factory workrooms for war 
production will be applied to the peace- 
time office, Mr. Conarroe feels. Air con- 
ditioning will be almost universally 
adopted, and fluorescent lighting will 
come into wide vogue. With fluorescent 
units, management can have better office 
lighting than ever before at a smaller 
cost than has been possible in the past. 

Perhaps’ the conveyor belt will be 
transferred from the airplane factory as- 
sembly line to the office. Horizontal belts 
will carry work from one clerk to an- 
other until the finished product is com- 
plete, in much the same way that assem- 
bly lines now produce Flying Fortresses. 
The Metropolitan Life Insurance Com- 
pany already has installed vertical con- 
veyor belts which carry messages and 
material from floor to floor in its offices 
with much greater speed than is possible 
with messengers going by elevator. Such 
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belts are less expensive than pneumatic 
tubes, and are quick enough for messen- 
ger service. 

Not only can office managers take les- 
sons from an airplane factory, but they 
can learn from the Army and Navy, ac- 
cording to Mr. Conarroe. The armed 
services have devised psychological tests 
and training programs which have fitted 
people for specific jobs in far less time 
than was possible previously. People 
with the ability to administer such tests 
for determining the aptitudes of job ap- 





of the future. Greater effort will be made 
to discover employees with ability to ac- 
cept responsibility, and facilities will be 
devised for their training. The govern- 
ment-sponsored Training Within Indus. 
try programs have given private enter- 
prises an idea of what can be done in a 
short time when scientific analysis is di- 
rected toward the problem of training 
personnel. The efficiency of such pro- 
grams will be remembered when peace 
comes again. By Lucy MacKenzir. 
Office Equipment Digest, February, 


plicants will be in demand by the office 1944, p. 21:2. 


Training Office Workers at General Motors Institute 


(TRAINED office workers are being produced right along with aircraft engine parts 

and equipment for tanks, armored cars and other vehicles of war, according to a 
Tecent report by General Motors Corporation. This “production” is made possible by 
the “spare time program” of the General Motors Institute, which in the 20-odd years 
that elapsed between the establishment of the Institute and Pearl Harbor, has given 
nearly 50,000 individual employees a chance to improve their knowledge and skill 
along specific lines. 

Conversion to war production, far from causing the discontinuance of this part- 
time training course, has pointed it up, bringing its opportunities to many who might 
never have known of its existence. Women who are employed full-time in general 
office work are afforded a chance to learn office skills and business principles by 
devoting a few-extra hours to Institute training each week. One to six hours a week 
for 12 weeks constitutes a term, and there are both day and night sessions, to accommo- 
date workers on both shifts. Workers who desire to improve their chance for advance- 
ment may study principles of accounting, comptometry and stenography, as well as the 
fundamentals of office work, such as office procedure, business mathematics, etc. 

Many women are taking advantage of this unique cooperative plan in specific 
training, whereby they can acquire theory and practice simultaneously instead of 
following the customary method of alternating between weeks or months in school 
and stated periods of actual employment. 

The spare-time program also offers technical subjects, such as blueprint reading, 
mechanical drawing, instrument gauging, etc. 

Instruction in both technical and office subjects is given by specialists in particular 
lines, or by employees whose long experience in actual application of the specific 
subjects qualifies them to teach others. 

—The Office Economist, Vol. XXVI, No. 1, 1944 


Multi-Purpose Form Saves Clerical Time 


Bits of lading and labels are written as separate jobs in many offices. Better way 

is to incorporate bills of lading and labels in the original invoice form. Poloron 
Products, Inc., New Rochelle, New York, includes the invoice, office copy, duplicate 
invoice, factory order, and pre-printed bill of lading (in triplicate) on a single form. 
On the lines of the bill of lading calling for description of the articles shipped, the 
names of the company’s products are printed to eliminate typing of the same list of 
articles in shipments over and. over again. 





—American Business 4/44 
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Solving the Collection Problem 


EW office managers have hit upon a satisfactory solution to the problem of employee 

collections, and as a result it crops up again and again to plague them. Not only is 
considerable time lost by those who solicit funds for gifts to sick employees, wedding 
presents, etc.; but such solicitation frequently results in annoyance to persons only 
indirectly interested. 

The following suggestion made by William Spencer, Raybestos Division, Raybestos- 
Manhattan, Inc., in the April issue of NOMA Forum should thus be welcomed by office 
executives: 

“Early in January, 1938, we circulated a paper among main office employees which 
briefly stated that if employees were willing to contribute 20 cents a month, we believed 
a fund would be created sufficiently large to provide for all the purposes for which 
collections are taken. To our great satisfaction, every employee in our main office, 
including heads of departments and executives, signed up. The collection was called 
‘The Gift Fund,’ and the heads of three departments were made the initial administra- 
tors of the Fund. 

“Directly following distribution of the last payroll of the month, someone from 
each department collects 20 cents from each employee who has signed up and has 
been with us for three months or more. A record is kept of all individual contribu- 
tions, and those who are absent must make up any collections they miss. It usually 
takes not more than 15 minutes to collect the Fund in any one department. 


“Results from this method of handling a difficult problem have been gratifying. 
Employees are keen to see that those entitled to receive a remembrance from the 
Fund are not overlooked. We have had, also, sufficient money to make cash gifts to 
those who render special services, such as the janitors, messengers, etc., at Christmas. 

“Neither we nor our office employees would go back to our old method of soli- 
citing funds for gifts or other remembrances to employees.” 


Salary Review Plan for Merit Raises 


A PROMINENT insurance company follows this plan to insure fair treatment for 

all employees deserving salary raises: Once a month the payroll department 
compiles a set of salary review sheets by departments and divisions. These sheets show 
date of employment, name, job number, salary maximum and minimum, three previous 
salary changes, and present salary of each employee in the division. Employees whose 
employment ‘anniversary falls in current month are listed at the top of the sheet. 
Supervisors scan these sheets, studying a list of policy suggestions for appropriate 
salary increases which accompanies the sheets. Each supervisor makes recommenda- 
tions, including a brief statement of his reasons for raises where they are suggested. 
Supervisors then take these sheets with their recommendations to their superiors 
for discussion and approval. Each supervisor is expected to have the necessary facts 
to defend his recommendations. The sheets then go to the personnel officer for final 
checking against attendance records, merit rating reports, and other personnel records, 
and he determines whether or not the recommendations are in line with over-all 
company policy. He summarizes all recommendations for submission to the president 
of the company. After final approval, the sheets are returned to the payroll department 
for the necessary changes. The supervisor is also notified at this time so that he may 


spread the good news without delay to the employees concerned. 
—American Business 4/44 
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Telling Employees About Their Company 


HAT is management telling em- 

ployees about the companies 

they work for? Just about every- 
thing that an employee might want to 
know, if we consider “companies” as a 
single unit. Analysis of prewar house 
organs, employee bulletins, and other 
media for reaching employees discloses 
the wide range of subjects covered. 
Roughly, subjects were classified as 
financial facts about the company, other 
facts about the company, outside factors 
influencing the company, economic con- 
cepts, and clarification of accounting 
terms. Strictly personnel subjects were 
omitted. The analysis indicates that the 
subjects most frequently discussed are 
taxes, business conditions, volume of 
sales, employment, expansion and de- 
velopment of the company, problems and 
conditions of the industry, wages, prices, 
dividends, etc. 

To tell its story to employees, a com- 
pany may use the employee magazine, 
special employee magazine inserts, 
pamphlets and leaflets, letters to em- 
ployees, the interim report on operations, 
charts and posters, illustrations, news- 
paper statements, moving pictures, radio 
broadcasts, courses for employees, em- 
ployee meetings, and employee contests. 
These may be either in addition to or in 
place of a special annual report. For the 
most part, companies are feeling their 
way and testing various media. 

By far the most popular medium of 
communicating with employees is the 
employee magazine. Usually it is already 
well established and employees are used 


152 


to reading it. In the house organ itself 
the following means, arranged in the 
order of the number of companies using 
them, are employed to present manage. 
ment’s message: (1) unsigned articles; 
(2) letters or columns signed by the 
president or chairman. of the board; 
(3) editorial; (4) signed article or 
speech by the president; (5) signed 
article by a department head; (6) letter 
signed by the vice president; (7) signed 
articles or speeches by other company 
officials; (8) reprints; (9) reports of 
stockholders’ meetings; (10) signed 
article by prominent persons outside the 
company; (11) communication from 
the board of directors; (12) questions 
and answers column; (13) rumor clinic; 
(14) reports of meetings for employees; 
(15) spot news column; 
of employee stockholders’ meetings; 
(17) communication of “management”; 
(18) testimony of an officer at a hearing. 

Usually, signed articles by department 
heads explain the operations of some de- 
partment in the company, while signed 
articles by prominent outsiders are com- 
monly on a more general subject, such 
as the condition or problems of the in- 
dustry. The unsigned article, however, 
is the most frequently used vehicle of 
expression. 

Widespread interest in “quiz” pro- 
grams on the radio has suggested a 
pleasant means of giving employees some 
facts about their company. Usually, the 
questions, the answers, and a method of 
scoring are printed in the employee 
magazine. Typical of such quizzes is @ 
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20-question “Sylvania Quiz” published 
in The Beam, of Sylvania Electric Prod- 
ucts, Inc. Seven of the questions used 


follow: 


1. What is the correct new corporate name 
of the company? 

2. Name seven of the eight communities 
in which the company has manufacturing 
plants. 

3. How do we rank in size in the radio 
tube industry? 

4. Name four pieces of military equipment 
in which Sylvania products are used. 

5. Who is the biggest single customer of 
the company? 

6. How many shares of common stock has 
the company issued? 

7. How many employees are there in the 
company? (6,000, 7,000, 8,000, 9,000) 


Answers were printed on another page 
of the magazine, and employees were 
asked to score themselves five points for 
each correct answer and were informed 
that “If your mark is 60 per cent, you’re 
fair; 70 per cent is excellent; 80 per 
cent or up, you’re super.” 


Inserts in house organs are sometimes 
employed to stress a special message. By 
using colored stock, special attention of 
employees may be directed to the insert. 

Pamphlets and leaflets may supple- 
ment employee magazine material, to di- 
rect attention to a particular point of 
importance or to develop a subject at 
greater length than might seem desirable 
ina house organ. They may be distribu- 
ted with the house organ or separately, 
enclosed in a pay envelope, or mailed to 
the employees’ homes. 

A letter has a more personal touch 
than a house organ article or a pamphlet, 
and may prove highly effective for a 
special message. Usually such letters are 
multigraphed with the name of the em- 
ployee typed in, and signed by the presi- 
dent of the company. The president of 
The Great Atlantic & Pacific Tea Com- 
pany used such a letter to clear up any 


May, 1944 


misunderstandings regarding the owner- 
ship of the firm. 

An employee can scarcely be expected 
to feel at home with financial statements 
if he is exposed to them only once a 
year. To reawaken interest in and to 
foster understanding of financial state- 
ments, an increasing number of com- 
panies are supplementing their annual re- 
ports to employees with interim reports. 
These may be monthly, quarterly, half- 
yearly, or for some other fraction of the 
year, or may even be cumulative reports 
covering a period of years. 

Courses for employees to impart spe- 
cial skills or knowledge useful on the job 
are common; informational courses on 
company policies are less common. The 
New York Telephone Company has both. 
The public relations course outlines com- 
pany policies and practices, and the 
means by which the company tries to 
secure public understanding of those 
policies and practices. The coursé’covers 
the company’s financial policy and its 
sales and advertising policies and activi- 
ties. It also includes discussion of the 
firm’s organized customer relations acti- 
vities and its public relations program. 
Single lectures are given on such sub- 
jects as “The Parent Company’s Place in 
The Bell System,” “Control of Construc- 
tion Expenditures,” “Current Develop- 
ments in the Bell Telephone Labora- 
tories,” “The Tax Burden on the New 
York Telephone Company,” along with 
descriptions of the work of the various 
departments. 

In a survey of employee attitudes 
made for the National Association of 
Manufacturers, 39 per cent of the em- 
ployees interviewed said they would like 
to attend meetings at which they could 


_ learn more about the company and its 
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problems. This human desire for per- 
sonal contact with the employer is being 
met by a number of companies. In 1937 
Whiting Corporation inaugurated a 
series of “Town Hall” meetings attended 
by groups of employees. The shop was 
divided into 12 units, and meetings were 
held every two weeks. Minutes of all 
meetings were written up and passed 
around the shop. Employees were free 
to bring up any subject for discussion 
and were permitted to ask whatever 
questions they desired. 

Employees seem particularly suscep- 
tible to gossip about their jobs or their 
company. Rumors spread. Minor inci- 
dents grow into major disasters. The 
best antidote to rumor is the truth. In 
September, 1942, the Erie Works of 
General Electric Company started its 
Rumor Clinic. Employees are urged to 
submit to the plant manager any dis- 





turbing rumors which they hear in the 
plant or outside. To facilitate the re. 
porting of such rumors, a blank is 
printed in each issue of the weekly plant 
newspaper. Every rumor is answered 
frankly and completely by the manager 
at his monthly informative meeting with 
hourly employees, and the answers are 
published in full in the employee news. 
paper. 

Moving pictures are playing an in- 
creasingly important role in keeping em- 
ployees informed about their companies, 
In a number of concerns the new en- 
ployee is shown a movie which gives an 
over-all picture of the organization and 
of an employee’s life at the company— 
his work, the lunchroom, the plant hos- 
pital, the recreational facilities, etc. From 
Telling Employees About Their Com- 
pany, Policyholders Service Bureau, Met- 
ropolitan Life Insurance Company, New 
York. 40 pages. Gratis. 


“Split Shifts’ Ease Manpower Shortage 


€e@ PLIT shift” operations are continuing to help Américan manufacturers cope 
with the manpower and womanpower shortage. 


These shifts utilize youths, still going to school, and women who are unable or 
unwilling to put in full eight-hour days but are glad to work half days. One successful 
“split shift” operation is in a feeder shop of Consolidated Vultee Aircraft Corporation, 
Coronado, Calif. (A feeder shop makes small parts which are fed into the main as- 
sembly plant.) At Coronado only women are employed, and they work four-hour 
shifts only. When they cease work, another shift shows up to finish out the eight-hour 
period. 

Since its beginning in May, 1943, the Coronado shop has progressed from simple 
rivet-sorting to dashboard panel and bomber panel electric wiring. Employment has 
grown from 25 to 125, and there is a waiting list of women eager for the four-hour 
shift jobs. 


The same “split shift” utilization of part-time manpower may be applied to some 
2,000,000 16- and 17-year-olds now in the working force. The War and Navy De- 
partments, the Maritime Commission, and the WPB have given their support to a 
combined school and work week of not more than 48 hours for this group, and a com- 
bined work and school day of not more than nine hours. They urge manufacturers 
—- such standards as a means of making more efficient use of youths in their 
plants. 





—NAM News 4/8/44 
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Solving Employees’ Nutritional Problems 


[HE New England Telephone and Telegraph Company has inaugurated a complete 
nutrition program for its 23,000 employees in the five northern New England states. 
Featuring the fundamentals of good nutrition, the course aids individual employees 
in planning adequate and tempting menus (with special emphasis on diets fer those 
who are underweight, overweight or “let down” from want of proper nutrition). In 
addition, the course gives special instruction on rationing and the use of food alter- 
nates. Menus for those on special diets and for box lunches receive special attention. 

In September the first courses were started. Each course is open to all employees, 
regular and supervisory, and consists of six lessons of 1% hours each, one night a 
week. Participation is voluntary, and classes are held outside of working hours on 
company premises. Classes are limited to 12 students in order that the greatest 
possible amount of personal instruction may be given. 

As an initial step in calling the importance of nutrition to the attention of 
employees, posters were displayed in company rest rooms and cafeterias, featuring 
vitamins, alternates for rationed foods, balanced diets, and proper use of the seven 
groups of basic foods. The general educational campaign was furthered by articles 
in the employee magazine and by pamphlets on proper nutrition. 

To serve as an example for employees, the company-operated cafeterias (which 
serve 4,000,000 meals a year) are correlating their menus with those recommended 
in the nutrition course. Each meal served meets the requirements of good nutrition. 

Printed material and a textbook for each student is provided by the company. 
Food Makes a Difference, the students’ textbook, was prepared by the American 
Telephone and Telegraph Company, and incorporates all the latest approved informa- 
tion on nutrition. Other project material includes food charts of good diets, menus, 
recipes, and forms on which the students fill in their individual diets for criticism and 
discussion with the instructors. 

At the conclusion of the course, a certificate of proficiency is presented to each 


student who satisfactorily completes it. 
—Industry 10/43 


Eating Facilities in New York War Plants 


,VIDENCE of the urgent need for better nutrition of war workers has been un- 
covered by a questionnaire survey of the New York State Department of Labor. 
The more pertinent findings follow: . 


1. More than one-half (51 per cent) of the 846 plants whose replies to the 
survey questionnaire have been analyzed provided no lunchroom facilities for 
their workers. 

In only one plant out of five (19 per cent) was hot food purchasable. 

Only one-half (52 per cent) of the plants had milk available for their employees. 
In three-quarters (77 per cent) of the plants only 30 minutes or less was 


allowed for lunch. 
—The Nutrition Front (Report of the New York State Joint Legislative Committee on Nutrition) 


> 


For Employment Interviewers 
De»: CARROLL L. SHARTLE, Chief of the Occupational Analysis Section of the 


War Manpower Commission, announces that a sample occupational interview 
illustrating the application of the Dictionary of Occupational Titles and the use of 
oral trade questions has been recorded on phonograph records by the National Broad- 
casting Company. This transcription should be helpful in teaching courses in person- 


nel psychology and in training employment interviewers. 
—Journal of Applied Psychology 10/43 
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Turnover in Womanpower 


OMEN workers are leaving war 
W rien today almost as fast as 
! new ones are being hired. 

For evefy 79 women who took jobs 
in a representative group of war-produc- 
ing industries in January, 77 left their 
jobs, according to latest figures from 
the Department of Labor. One of the 
hardest hit is vital aircraft production, 
which lost 78 women for every 58 hired. 


Some 27 per cent of the women in 
industry are working in war plants, ac- 
cording to estimates of the Labor De- 
partment; of the 9.5 million workers in 
munitions industries, about 2.5 million 
are women. In February of this year 
there were 16.6 million women in the 
civilian labor force (this includes agri- 
culture, non-agriculture, service trades, 
etc.). 


Most women quitting jobs now are 
wives and mothers with home respon- 
sibilities. Other reasons given by War 
Manpower Commission officials are: 

The war lull—The first patriotic fer- 
vor has worn off, and women aren’t ap- 
plying for jobs as heavily as they did 
when the fighting was fiercest in North 
Africa, for instance. When the second 
front is opened, the WMC thinks, more 
women will seek jobs and stick to them. 


Poor adjustment—Not enough is be- 
- ing done to orient women to their jobs. 
In many places restrooms and eating 
facilities are inadequate, supervision is 
poor. The workers face shopping and 


rationing problems, and must contend 
with poor child-care provisions. 


Contract cutbacks—Employers usual- 
ly fire women workers first when there 
is a layoff. Many women who might 
have continued their present jobs won't 
look for another if they’re fired. 


Army wives—Women take jobs when 
their husbands are called up. When a 
man completes his basic training, goes 
to camp or port of embarkation, the 
wife quits her job to be with her hus- 
band until he goes overseas. This type 
of migration is very high, the WMC 
says. 


Low net earnings—More women have 
gotten around to figuring their earnings 
against working expenses (travel, lunch 
money, housekeepers, child care). They 
often find net income too small to make 
working worth while. 


The WMC has no specific new plans 


‘to get women into industry, although 


officials admit the situation is serious. 
However, regional offices will intensify 
publicity on the need for women in 
specific shortage areas. Efforts will be 
made to help employers keep women 
working once they’re hired (among the 
projects are better plant facilities) ; em- 
ployment stabilization plans will be tight- 
ened; and community adjustments, such 
as later shopping hours and child-care 


provisions, will be encouraged. The Wall 
Street Journal, April 4, 1944, p. 1:2. 


> 





e If we rid postwar planning of its air of mystery, eliminate the polysyllabic words, 
and realize that it means only an intensive program of thought devoted to the future 
of our own business, it will cease to be an awesome and difficult thing. 
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—Post-War Marketing Digest 12/43 
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Production Management 


Chevrolet Catches Materials Shortages 


ATERIALS control has proved a 

knotty problem to many plants 

engaged upon war work. The 
services require deliveries against defin- 
ite schedules, but prime contractors and 
subcontractors may have had little peace- 
time experience with repetitive manu- 
facture, particularly where it is neces- 
sary to operate with a restricted flow of 
material in process. For this reason a 
number of firms have sought informa- 
tion from the automotive companies, 
which have had many years’ experience 
along this line. 

Essentially, the motor-car manufactur- 
er must employ a materials control sys- 
tem that is simple but provides an up- 
to-the-minute picture of shortages exist- 
ing at the start of a given production 
period. Normally, the material procure- 
ment program for passenger car produc- 
tion is laid out three months ahead, upon 
the basis of sales predictions. Assemblies 
are set up on the basis of a protective 
bank. Production within the 10-day per- 
iod immediately ahead may be consid- 
ered fixed, and parts manufacture and 
final assembly in the second and third 
10-day periods may be adjusted up or 
down to meet consumer demand as re- 
vealed by 10-day sales reports. Under 
these conditions, management cannot tol- 
erate a materials control system that 
produces figures several days after 
checks are made. 


In shifting to war work, the Chevrolet 
Division of General Motors Corporation 
found it expedient to continue the ma- 
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terial control system which emphasizes 
assemblies during the 10-day period. 
Under CMP regulations it is necessary 
to schedule material to the full extent 
of orders placed. In practice this means 
that materials releases are made for a 
period of seven to nine months, and ad- 
justments are made later as the services 
raise or lower production quotas. But 
Chevrolet plants and their vendors are 
expected to produce against the short- 
term schedule. 

How the Chevrolet system works can 
be described in connection with the 
Pratt & Whitney engine program. Final 
assembly of the engine is handled at 
Buffalo. Chevrolet plants there and in 
other cities supply parts to the final as- 
sembly plant, and of course a great num- 
ber of vendors do likewise. Since en- 
gines off the assembly line constitute the 
important criterion, materials control for 
the Pratt & Whitney program is handled 
at Buffalo. 

The Production Materials Control Sec- 
tion performs these functions: 

1. Issues authority to affiliated plants 
to procure materials and produce parts 
against the P. & W. production schedule 
for engines, original spare parts, and 
“second year” spare parts. 

2. Compiles shortage lists of finished 
parts at the assembly plant, and prepares 
shortage lists for raw materials at Buffalo 
parts-manufacturing facilities. At plants 
outside the Buffalo region, local mater- 
ials control sections take care of raw 
materials shortages. 
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Since some 260 parts are made at 
Buffalo in addition to engine assembly, 
the follow-up work is divided, so that 
certain people specialize on various 
items. Their duties can be summarized 
as follows: 

1. Aid in preparation of daily short- 
age lists for distribution to department 
heads and materials supervisors. 

2. Get in touch with department heads 
to double-check reports originating from 
stock-record clerks and tell department 
heads what they must produce today to 
protect tomorrow’s assemblies. 

3. Telephone and wire affiliated plants 
and vendors to cover items reported on 
shortage. 

4. Issue stop orders on material affec- 
ted by engineering changes or changes 
in schedule. 

The telephone is used liberally for 


communication with affiliated plants and 


vendors. Confirmation is later sent in 
writing. 

Shortage lists are of two kinds: (1) 
finished parts required by the assembly 
plant, and (2) shortages of raw materials 
existing in manufacturing plants at Buf- 
falo. 

The parts-shortage list gives the actual 
count of low parts on hand, the pieces 
per job, as a check against the 10-day 
supply. It is compiled from figures fur- 
nished by trained shortage checkers, 
who, working at night, make a visual 
check of finished components in stock- 
rooms and at various stages of subassem- 
bly. Their reports indicate the actual 
number of pieces on hand. The differ- 
ence between this figure and the number 





of jobs that will be required during the 
10-day period is then the worry of the 
PMC follow-up man and the department 


head producing the part. This report . 


keeps local parts plants abreast of their 
jobs. Materials supervisors know the 
production capacity of their plants and 
what is in transit from affiliated plants 
and vendors. 

The raw materials shortage list notes 
the amount of material awaiting the first 
operation in parts-manufacturing plants, 
starting with the morning shift, compar- 
ing stock with a 10-day supply. These 
figures are compiled by visual inspection 
of stock on hand, not from records. 

Reports of raw materials shortages go 
into detail concerning the number of 
pieces in process or on hand at the final 
assembly plant because some jobs re- 
quire considerable processing time. 
Therefore it is desirable to have a bank 
in some instances. In the case of crank- 
shafts a temporary lack of material at 
the first operation is not serious because 
some 2,000 pieces are in various stages 
of completion. Yet a sudden step-up in 
production in engines or spare parts 
might run into a snag. Therefore the 
source for forgings must be queried, and 
information obtained by PMC on the 
situation there. 

Chevrolet finds that the use of short- 
age lists compiled in the fashion de- 
scribed will disclose shortages from five 
to six days ahead of a possible shutdown, 
thereby giving all concerned time to rec- 
tify the situation. 

American Machinist, March 30, 1944, 
p- 104:2. 
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Procedure Plan for Canceled Contracts 


EVERAL days ago R. G. LeTour- 
neau, Inc., was notified by the 
government of cancellation of a 

prime contract. Within a few hours ma- 
chinery for settling the claim of LeTour- 
neau and its subcontractors with the 
government was set in motion. Plans 
conceived many months ago in anticipa- 
tion of contract termination were given 
their initial trial. 

To insure the proper coordination of 
plans for prompt and orderly contract 
termination, an operating committee was 
established several months ago under the 
jurisdiction of an advisory committee of 
the management. All LeTourneau de- 
partments involved in any way in cancel- 
lation of government contracts are repre- 
sented on the operating committee. 

These executives meet at least twice 
monthly to discuss termination problems. 
Minutes covering the meetings are re- 
corded, and each member .is furnished 
with a copy to insure that assignments 
and agreements are carried out by the 
proper departments. 

The advisory committee formulates 
policies, renders important decisions, 
and approves the final settlement claim 
which the operating committee will pre- 
sent to the contracting officers: of the 
government. 

Broadly stated, the operating commit- 
tee’s duties are: 

1. To compile accurately all justifi- 
able costs incurred not only to date 
of cancellation but also after can- 
cellation. 

2. To file a complete claim promptly. 

3. To secure settlement. 

Here’s how the operating committee 
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has analyzed what must be done to ac- 
complish the above aims: 

1. Stop production and make ar- 
rangements to record all costs ap- 
plicable to termination (inven- 
tories, storing, filing claim, etc. ) 

2. Stop supplies from vendors, halt 
future commitments to vendors, 
and obtain vendors’ claims 
promptly. 

3. Take physical inventory, cost in- 
ventory, secure bids for the dispo- 
sal of material, prepare claim sum- 
mary. 

4. File claim. 

The operating committee has also un- 
dertaken a comprehensive educational 
program to inform subcontractors of 
LeTourneau’s plans in order to prepare 
them to submit their claims without 
delay when contracts are canceled. 

Each member of the operating com- 
mittee is a specialist prepared to advise 
on his particular phase of work as it per- 
tains to contract termination. For ex- 
ample, the production department repre- 
sentative advises on inventories in pro- 
cess; what portion should be included 
in the claim, what-portion should remain 
in raw state for future use, what portion 
should be disposed of as scrap. 

The central stores supervisor is in a 
position to advise whether certain parts 
can be used on any other models of 
equipment, what models are involved, 
what quantity can be considered normal 
consumption for a six months’ period, 
etc. 

The representative of the governmen- 
tal sales department is the consultant on 
postwar sales policy and is in a position 
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to advise which models will be given the 
go-ahead signal, what the anticipated 
volume will be for each model, etc. 

Disposition of materials and approval 
of prices will be under control of the 
purchasing agent. In addition, the pur- 
chasing agent will pass on claims sub- 
mitted by subcontractors to insure that 
charges are in keeping with prices of the 
commodity. 

The assistant controller and cost ac- 
counting supervisor will summarize the 
claim and submit schedules to support 
the charges. 

It is not the intention of the contract 





tablish any postwar policies for LeTour. 
neau on production, stores, sales, or any 
other activity. However, the committee 
must consider what the over-all picture 
is likely to be for LeTourneau after the 
war, so that it can make an intelligent 
decision as to whether or not inventories 
are excessive when converted to post- 
war terms. 

LeTourneau’s advance thinking is ex- 
pected to speed the settlement of its many 
prime contracts when the war ends, and 
should enable this company and its sup- 
pliers to reconvert more quickly to peace- 
time projects. 

By Roy E. McCusker. American 


termination operating committee to es- Business, April, 1944, p. 10:5. 


Analysis of Contract Terminations 


A TOTAL of 9,502 war contracts, valued at $6,500,000,000, were terminated by the 

War Department through September 30, 1943, the War Production Board an- 
nounced in releasing an analysis of terminations. 

The value of claims and informal estimates of claims were reported for 7,675 
terminations. In almost three-fourths of these cases no financial claim has been made 
against the government. Comparative ease in disposing of raw materials and common 
components and the usability of such inventories in other war work of the contractors 
were described as important factors accounting for this large proportion of “no claim” 
cases. 

The value of claims and informal estimates of eventual claims reported for the 
remaining terminations totaled $231,000,000. More than one-half of these claims have 
been settled. The settled cases represent $52,000,000 of claims, and pending cases 
represent $179,000,000. 

The claim value includes $135,000,000 of formal proposals for settlement filed 
by contractors and also $96,000,000 of informal estimates of settlements by contracting 
officers. The amounts of claims and settlements of prime contractors exclude credits 
accruing to the government because of the retention or disposal of inventories by the 
contractors. Claims and settlements of subcontractors are met. 

On the average, it has taken 4.5 months from the effective date of the termination 
to dispose of the 1,148 cases settled through the end of September, 1943. However, 
it should be noted that almost half this time has been required for the filing of claims 
by the contractor. 

Partial payments on account of termination claims have amounted to $21,000,000, 
such payments having been made against only 242 claims representing one-quarter of 
the total claim value. It appears, therefore, that this type of payment is not currently 
playing a significant role in interim financing of contractors. 

Of the total claims of $127,000,000 for which the distribution between prime and 
subcontractors is available, less than one-fifth, or $22,260,000, represents the subcon- 
tractors’ portion. . | 

It is important to note that very likely these terminations are quantitatively and 
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qualitatively quite different from those which will occur at the cessation of hostilities, 
especially if a policy of making over-all company settlements is adopted. In the latter 
event, the present distinctions between prime contractor and subcontractor will be 
eliminated; in all likelihood, claims will be much larger; the market situation will 
be different for most materials; and there will be no replacement awards. Conse- 
quently, care should be exercised in attempting to project the findings of this report— 


especially in forecasting the impact of termination at the cessation of hostilities. 
—NAM News 4/8/44 


How ‘Large Surpluses? 


BUSINESS will be able to plan ahead for the transition period with far greater 

confidence after the Surplus War Property Administrator makes known the 
probable size and character of the surplus stocks that are to be liquidated by the 
government. Meanwhile, some estimates made by private agencies indicate that the 
government-owned raw materials, finished products, and plants which can be used 
by civilians, apart from scrap, may prove to be only a fraction of the total held by 
the government. 

Professor A. D. H. Kaplan, of the research staff of the Committee for Economic 
Development, writing in the bulletin of the Institute of Postwar Reconstruction of 
New York University, estimates that only about $14,500,000,000 of surplus property 
of all kinds will be salable at the end of the war. According to this estimate, war 
contractors will hold about $10,000,000,000 of raw materials, goods in process, and 
finished products at the end of the war, of which only about $2,000,000,000 may be 
suited for civilian use. While war stocks in the hands of the armed services at the 
end of the war may exceed $60,000,000,000 at cost, the salable part is estimated at 
$4,000,000,000 of trucks and other transport equipment, $2,000,000,000 of food, 
$4,000,000,000 of soft goods, $1,000,000,000 of strategic metals, and $4,000,000,000 of 
chemicals, communications equipment, and medical supplies. Less than a third of the 
government-owned plants costing $15,000,000,000 are believed suitable for civilian 
production. Allowing for a discount of 25 per cent on supplies, and considerably more 


on plants, it is suggested that the sale of surpluses would yield some $14,500,000,000. 
—The Journal of Commerce 2/28/44 


Parts Identification Job Simplified 


MAN HOURS have been conserved, and a 76 per cent saving in operational cost 

achieved, through Curtiss-W’right’s use of an Addressograph for printing part 
numbers on appropriately colored tape. Tape is then used in identifying the many 
different types, sizes and functions of tubing in the building of Curtiss P-40’s and C-46 
Commandos. 

To simplify methods, ine a:plane industry has standardized on a color coding 
which identifies the function of each length of tubing installed in an airplane, regard- 
less of the airplane type. Thus, a tube banded with red is a gasoline tube; a yellow 
band means lubricating oil; a combination color band of blue, yellow and blue 
indicates hydraulic pressure oil for the brakes, landing gear or wing-flaps is passing 
through; an oxygen tube is labeled with a light green band; water tubing is white; 
fire-extinguisher fluid passes through tubing marked with a brown band. 

With the Addressograph, the tubes are now labeled in one operation with the 
correct part number and proper color code. Identification is complete, and the saving 
in cold cash is considerable. The total cost under the old method of part numbering 
and applying the color code amounted to $750.61. The total cost under the new 
method is $171.95—a saving per run of $578.66. 


—American Business 2/44 
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A Case History in Customer Development 


HE mountainous wastes of solicit- 

ing business that can never prove 

profitable, of allowing established 
customers to slip away, of failing to 
develop each customer to a_ natural 
potential, constitute a steady drain upon 
our entire distribution system. 

To most business men, “selécting the 
customer” merely means that the sales 
manager keeps in general touch with the 
trade through his salesmen and his dis- 
tributors. In the case of the company 
with which we are here concerned, an 
intimate knowledge of every customer, 
derived from engineering data, has been 
the basic source of corporate policy de- 
cisions for more than 40 years. 

Customer information, as used from 
the early days of this great organization, 
is as different from the vague “customer 
awareness” of ordinary sales manage- 
ment as a micrometer is different from 
a foot rule. 

Years of use have so embedded the 
importance of customer knowledge into 
the organization that most of its person- 
nel now comply with the principle with- 
out realizing its significance. Men who 
have grown up in the business are sel- 
dom aware of how much their methods 
differ from general practice. This is 
significant, because it is only the com- 
plete use of distribution control that is 
effective. 

A chaotic price condition for all its 
products forced the management of this 
corporation over 40 years ago to choose 
between “price” or “quality” as a busi- 
ness policy. The management chose 
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quality. This choice was predicated 
upon the ability of the company to use 
reductions in operating expenses of its 
customers as a means of taking the em- 
phasis off immediate cost. Operating 
economies for customers, through cor- 
rect selection and adaptation of the 
company’s products, were the basis for 
developing a quality market. With grow- 
ing acceptance of this basic idea by 
customers, a unique and highly profit- 
able business was developed. It is to this 
particular turn in events in the history 
of this company that the science of dis- 
tribution owes one of its simplest, yet 
most significant, advancements—the 
technique of developing customers. 

The importance of a complete “knowl- 
edge of customers” is demonstrated by 
the fact that 60 per cent of the man- 
hours of the sales organization is spent 
in obtaining knowledge of the company’s 
customers and prospects. The files main- 
tained on accounts contain from 40 to 
500 pages of detailed information per 
customer. An average of 14 months is 
required to gather essential information 
before the company feels it has a true 
understanding of the customer and his 
needs. 

Procedure of obtaining knowledge of 
customers: | 

1. Every prospect is analyzed before 
he is solicited. Neither direct nor in- 
direct sales activities are sanctioned until 
a detailed survey is made to determine 
the annual consumption by the prospect 
of the several types of products manu- 
factured by the corporation. If no 


The Management Review 





an2ttm 6 ae ©@® 6 





it- 


0 
r 
Ss 
n 
e 
} 





chance for mutual profit is indicated, 
the prospect is not solicited. 

2. Where possible, information is ob- 
tained in the plant of the prospect as to 
competitive sources used for the current 
supply of each type of product. 

3. At the home office a thorough an- 
alysis is made of the organization setup 
of the prospect, with the addition of such 
corporate information as is necessary for 
a full working knowledge of its business, 
policies, direct and indirect affiliations 
with competition, plus the usual analysis 
of banking and trade affiliations. 

4. With this background information 
a suitable procedure for the sales force 
is developed. 

5, Upon receipt of the first order, a 
record of dollar and quantity volume of 
sales of company’s varied products is set 
up. Such a record is maintained for each 
of many thousands of customers. 

6. Dollar and quantity volume of cus- 
tomers’ purchases from competition are 
also included in the customers’ record, 
where the data are available. 

7. Thus cumulative figures on pur- 
chases by the customer from the com- 
pany and from competition are on 
record, and these figures are carefully 
analyzed to show business received and 
business lost to each competitor. 

8. The relation of business received 
to that of each competitor is used to de- 
termine frequency of salesmen’s calls, 
the need for special service, and the 
strategy of following up each customer. 

9. Checks on the relative efficiency 
of salesmen in each territory are ob- 
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tained by compiling and comparing cus- 
tomer data already described. 

Operating profits have been main- 
tained at a high level since the adoption 
of customer development as this com- 
pany’s major tenet in distribution pro- 
cedure. The company obtains an average 
of 37 per cent of its customers’ business, 
as contrasted to the 10.4 per cent which 
an authoritative investigation has shown 
to be high among competition. 

The seemingly extravagant allocation 
of organization time to digging out cus- 
tomer knowledge and the office time re- 
quired for interpreting and directing the 
use of this knowledge have been justified 
by the most efficient distribution in the 
field. 

A carefully selected group of 697 in- 
dustrial users of products of the com- 
pany’s field were asked to name the com- 
pany which they preferred on the basis 
of reputation, quality of product, service 
rendered, and excellence of sales person- 
nel. On all counts, the subject company 
received a preference ranging from 200 
to 400 per cent over its competition. 

The advance spending for facts ham- 
mered down the final cost of distribution. 

The methods used are simple. They 
are readily applicable by any other com- 
pany, small or large. By FENTon B. 
Turck and Witu1am E. Hitt. Mechani- 
cal Engineering, March, 1944, p. 184:1. 


Norte: “Scientific Methods of Distribution,” 
the article from which the above study was 
excerpted, includes 11 other case illustrations 
of the application of scientific distribution 
principles. These case histories provide striking 
examples of how engineering technique as ap- 
plied to marketing has paid off in heer dis- 
tribution costs.—Eb. 












Developing Your Export Market 


FTER the war it may be desirable 
to consider the possibility of ex- 
porting your product. Even if 

you have been actively exporting, you 
may need to consider whether the war 


has limited or expanded the possibilities. 


of this type of business for your com- 
pany. If you have not been in the export 
market, the war may have brought about 
changes which offer you an opportunity 
in export trade. 


If you are considering exporting and 
are unfamiliar with it, realize that for- 
eign trade involves a number of compli- 
cations which are not found in domestic 
marketing. These include the fact that 
currencies of countries differ, that means 
and methods of payment are not iden- 
tical with those used in domestic trade, 
that business customs and practices vary 
from country to country, and that tariffs 
and other barriers frequently impede the 
ordinary course of commerce. These and 
other factors make it important that a 
company thinking of entering the export 
market should become familiar with the 
peculiar problems involved before the 
work is initiated. 

At present all international trade is 
under close governmental control. Busi- 
ness men interested in exporting must 
be thoroughly familiar with these con- 
trols and keep abreast of their modifi- 
cations. 

1. Analyze your foreign markets: 


(a) Is there a demand for your 
product? 


(b) Can your potential customers 
afford it? 


(¢c) Is it produced in foreign coun- 
tries? 
(ad) Is a similar article imported by 
164 


(e) 
(f) 


(s) 


(hb) 


(i) 


your prospective customers 
from other nations; if so, how 
does your product compare in 
quality, price, distribution, ser. 
vicing and appeal? 

Is there local competition? 

Is a competitive article subsi- 
dized by any foreign govern- 
ment? 

Is there any reason why foreign 
buyers should particularly like 
or dislike your product because 
of its national origin? 

Have substitutes developed dur- 
ing the war affected your 
chances for success? 

Have you studied the selling 
practices (i.e., price rebates, 
credit concessions, etc.) of your 
competitors in world markets? 


(i) What effect will wartime’ tech- 


nological improvement of your 
product have on the peacetime 
desire for it? 


(k) To what extent will domestic 


export controls affect the sale o 
your goods? 


(1) Has the foreign demand for 


your product accumulated dur- 
ing the war, or has the demand 
been filled by substitutes or 
been largely eliminated because 
of technological advances? 


(m) Will you be in a position to 


supply adequately both your 
domestic and foreign markets? 


(2) Were competitive goods pro- 


duced before the war in dev- 
astated countries, and will dev- 
astation limit the postwar 
production of such goods? 


(0) Could your products be used 


for relief purposes in devas- 
tated areas, or are they of such 
type that their sale in those 
areas must be postponed until 
the restoration of normal con- 
ditions? - 
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(p) Will the trend toward industrial- 
ization of some nations bring 
about greater competition with 
your product? 

(a) What will be the effect on your 
program of the postwar sales in 
foreign markets of surplus 
United States machine tools? 

(r) What will be the effect of newly 
discovered raw material sources, 
both at home and abroad? 

(s) Would the loss of any of your 
existing export markets mean 
an increase in your domestic 
cost of production? 

(t) How do prevailing tariffs, duties, 
trade agreements, import 
quotas, exchange restrictions, 
etc., affect you? 

(u) Are there any unusual economic 
conditions operating for or 
against your products in the 
various foreign markets? 


. What will be your methods of han- 


dling your export sales? 

(a) Export merchants? 

(b) Export brokers? 

(¢) Group or combination export 
managers? 

(4) Your own export department? 


. Are you aware of the service agencies 


which will help you with your post- 

war export problems, such as 

a) Chambers of commerce? 

Export managers’ clubs? 

Export journals? 

Banks (foreign departments) ? 

Foreign freight forwarders? 

Insurance companies? 

Steamship companies? 

Railroads? 

Air lines? 

National 

Council? 

(k) Trade associations? 

(1) Foreign business associations in 
the United States? 

(m) United States consular service 
abroad? 

(2) U.S. Department of Commerce 
(domestic and foreign offices) ? 
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Foreign Trade 
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4. 


(o) Foreign consulates in the U. S.? 

(p) Foreign purchasing agencies in 
the United States (government 
and private) ? 

(a) Credit agencies? 

Have you studied advertising methods 

for your postwar exporting? 

(a) Have you an export advertising 
budget ? 

(b) Have you an export advertising 
agency ? 

(c) What are suitable domestic me- 
diums for export advertising? 

What financial problems will your 

export trade involve? 

(a) What are the credit terms of 
your competitors (both domes- 
tic and foreign) ? 

(b) Do you understand methods of 
financing export shipments? 

(¢) What do you know about chang- 
ing credit conditions in foreign 
markets? 

(4d) What do you know about legal 
rights and obligations of buyer 
and seller in foreign markets? 

Have you solved the transportation 

problems involved in getting your 

product to your foreign markets? 

(a) Are freight rates an important 
factor in your selling price? 

(b) Will greatly improved American 
merchant marine and air trans- 
portation facilities help your 
foreign trade situation? 

(¢c) Have you kept abreast of de- 
velopments in the packaging 
field, in order to take advantage 
of improvements, such as lighter 
but stronger containers? Will 
climatic conditions abroad af- 
fect your product, necessitating 
a special type of container? 

(d) Are inland transportation facili- 
ties in countries of destination 
adequate? 

From Your Business and Postwar Re- 


adjustment, edited by Leverett S. Lyon, 
James M. Barker and Guenther Baum- 
gart. University of Chicago Press, 1944. 
123 pages. $1.00. 
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- Operating Practices in 
LANNING for package develop. 


ment must take its place as an 

integral phase of postwar planning 
if a company is to be in a favorable 
competitive position. One executive goes 
so far as to say, “In a business of highly 
competitive nature, the company with the 
most colorful and original packages can 
readily pre-empt the market.” 

To compile an accurate and up-to-date 
account of practices and trends in the 
organization and operation of a package 
development department, the American 
Management Association sent a question- 
naire to a limited number of companies 
which, it was believed, maintained a 
package development department or 
which, it was felt, probably should have 
one. Some 30 replies to this question- 
naire were received, and these were 
supplemented with data obtained in 
personal interviews with representatives 
of some of the Association’s other mem- 
ber companies. 

The responses indicate that an encour- 
aging number of companies have or- 
ganized their own package development 
departments, regulate this function 
through committee action, or are con- 
templating one or both of these steps. 
Sixteen respondents operate package de- 
velopment departments. Fourteen do 
not, but, of these, 11 perform a some- 
what similar function through a pack- 
aging committee. Five companies sup- 
plement their package development 
departments with packaging committees, 
which act in an advisory capacity. Three 
companies have neither a department nor 
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Package Development 


a committee, two largely because of the 
nature of their product. ° 

To an impartial observer, the weight 
of evidence here is overwhelmingly in 
favor of a packaging department with 
or without an advisory committee, and 
against delegating this important func. 
tion to outsiders who lack the knowledge 
of company operations essential to do a 
thoroughly competent job. When pack- 
aging problems are entrusted to some- 
what disinterested outside agencies, no 
matter how able, their probable ap- 
proach is simply one of artistic design. 
Important as this is, it is but one factor 
in the merchandising and utility success 
of a package. The questions of packag- 
ing machinery, production, shipping 
container engineering, dealer handling 
and, last but possibly most important, 
consumer utility can be adequately 
evaluated only by a group of persons 
thoroughly versed in the policies and 
problems of the producing company. 

Almost half of the responding com- 
panies have made package development 
a subordinate function in an established 
department, or a joint responsibility of 
several departments. This has the same 
effect as a packaging committee and, 
while it has proved successful in many 
instances, no such success is claimed for 
it as has been claimed by those who 
supplement a committee with a true 
package development department. 

Most companies, apparently even those 
with well-organized package development 
departments, encourage suggestions on 
the use of materials and new’ designs 
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from outside sources—principally inde- 
pendent designers and materials supply 
houses. It is generally agreed that open- 
mindedness in this respect keeps the 
department personnel apprised of devel- 
opments in the field and provides a 
check on their own thinking. However, 
no company in this survey which relies 
primarily on outside package designers, 
supply houses or advertising agencies 
claims to have thus found a wholly satis- 
factory solution to its packaging prob- 
lem. The responses of such companies 
indicate a palpable lack of interest in 
the packaging function and failure to 
grasp its true significance. There is 
litle doubt that the sales department, 
having been responsible for the greater 
part of the original planning, reaps the 
major benefit from development of new 
packages or the redesign of old ones. 
But since the problem involves so many 
other factors of equal importance, this 
undue stress on salability will not usually 
result in anything approximating a per- 
fect package. 

Naturally, the staffs of package de- 
velopment departments vary sharply 
with the requirements of the industry. 
For example, concerns in the pharma- 
ceutical field must have men with a 
chemical engineering background, which 
would not be required, say, in a textile 
company. In general, the department 
head carries the title of Package Engi- 


neer, and the department he directs is. 


called the Container or Package Devel- 
opment Department. 

A composite picture of this man would 
probably reveal a college graduate with 
experience in the elements of design and 
training in the policies and practices of 
his company—an individual who grew 
into his present position of importance. 
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The best package engineers have come to 
the top not through sales but through 
production. This experience has instilled 
in them an important trait, the ability 
to evaluate properly the characteristics 
and utility of materials. 

The staff members of packaging de- 
partments are generally technicians 
selected for particular aptitudes of the 
same general types as those possessed 
by their chief. Most of them are re- 
cruited from other departments, though 
in a few instances the ranks of college 
graduates are combed for candidates. 
One well-managed company states that, 
since it already employs technicians 
capable of advising the packing depart- 
ment on technical questions, it is un- 
necessary to recruit men with basic 
technical education. So long as such 
technicians are not permitted to “step 
out of character” and influence the 
packaging experts unduly in matters of 
which the technicians have no knowl- 
edge, this seems to be a satisfactory and 
inexpensive arrangement. 

Few respondents indicate the existence 
of what may be termed a formal training 
program for the package development 
staff. In fact, only four reported such a 
program. Many, however, have informal 
training plans. One respondent describes 
its plan as follows: 

“Our training method is to bring 
men along after graduating from 
college to either our Container Labor- 
atory or the Container Department 
after a preliminary six months’ train- 
ing course throughout the plant.” 
The reference to plant training should 

be taken to include training in sales and 
purchasing as well as production depart- 
ments. 
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A formal training program could be 
constructed around the following skele- 


ton: 


1. The routing of candidates through 
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selected departments of the com- 
pany, with actual apprenticeship 
periods in these departments. 
Field trips to package supply 
houses, to concerns with well- 
organized packaging departments, 
and to selected customers (this last 
in order to observe first-hand the 
actual conditions which packages 
encounter when they leave the 
manufacturer). 

A carefully selected reading course 
embracing reference books, pack- 
aging catalogs, trade and technical 
journals, and other pertinent liter- 
ature. 

Attendance at professional meet- 





ings such as the American Map. 
agement Association Packaging 
Conferences, meetings of such ac. 
credited organizations as the Pack. 
aging Institute and the Technical 
Association of the Pulp and Paper 
Industry, and meetings held by the 
manufacturer’s own trade associa- 
tion. 

Laboratory and testing facilities may 
not be available in all cases, but, where 
they are, they should be closely coor- 
dinated with the work of the package 
development department. Besides assist- 
ing in standardization and accurate 
cost-finding, laboratories in many in- 
stances are a prolific source of new 
packaging ideas which may be worked 
out in detail by the department. By 
Henry J. Howtett. Modern Packaging, 
March, 1944, p. 134:5. 


Guides for Reuse of Containers 


ECOND-HAND containers are making their appearance in increasing numbers, 

and the WPB Container Branch emphasizes the need of using more of these 

to eke out the supply of available pulp. However, the railroads blame a great deal 

of the recent increase in loss and damage claims to the use of old, dilapidated 

containers. Therefore, in the fervor to save materials, shippers should take the 
greatest care in the preparation of containers that are to be reused. 

1. Boxes should be opened carefully so that flaps and corners are not torn. 
There are tools designed to do this correctly, and receiving departments 
should be taught to use these properly. 

2. Old boxes often bear old addresses and consignment markings. These must 
be removed carefully or covered up, so that there is no chance of an old 
address being mistaken for a new one. 

3. Interior packing should be checked carefully and, if necessary, replaced. 
Improper interior poms can cause as much damage as an inferior box 


itself, especially w 


en the box is second-hand. 


4. Reused boxes require great care in closing and sealing. Even in the case of 
new boxes, improper closure is the cause of many claims. 

5. Reused boxes are often not suited for their second cargoes. Users of such 
containers should be sure that the box they select is of sufficient weight to 
support the merchandise which is going into it. .. 

6. WPB Order M-261 provides that metal straps may no longer be used to hold 
fiber containers together (if for civilian use) unless they weigh more than 
90 pounds. This factor, too, should be taken into consideration when packing 
a second-hand box for freight shipment to withstand present heavy loadings. 


—Modern Packaging 10/43 
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A Container Manufacturer’s Postwar Plans 


ANY companies have set up post- 
war planning committees and 

; stopped there. Others have blue- 
prints, drawings, designs, models, make- 
ups ready. And still others have done 
considerable market research to deter- 
mine how much demand may exist for 
their products after the war. 

Owens-Illinois Glass Company’s Glass 
Container Division has not only made 
extensive plans for its own postwar acti- 
vities but has laid its cards on the table 
with its customers and suppliers in an 
attempt to coordinate the activities of 
these two groups with its own. Owens- 
Illinois Glass believes that high-level em- 
ployment can be achieved by industry if 
suppliers, customers and distributors 
work together. 

One of the steps in this company’s 
program is to contact its major accounts 
and obtain from them, so far as possible, 
some idea of their planned production 
after the war. In these contacts with its 
accounts, the company tells what it is 
doing. Here is an excerpt from a letter 
sent to large buyers of glass containers, 
showing how Owens-Illinois is preparing 
for postwar: 


We have already put together for our 
glass container factories a list of several 
hundred items ranging from minor improve- 
ments and repairs involving only a few 
dollars to major items requiring expendi- 
tures of several hundred thousand dollars. 
Orders for much of the equipment involved 
in this program will be placed in our own 
shops now largely engaged in war contracts 
which probably will be canceled when hos- 
tilities cease. We hope thus to build up a 
backlog of business for these shops which 
can be put into the schedules almost over- 
night. 

We hope to place tentative orders for 
materials needed from outside sources with 
our usual suppliers to give them a similar 
backlog of business, and in so doing we 
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will suggest to them that they try to get 
additional backlog orders from other cus- 
tomers while the war is still in progress. 
This procedure should not only give us and 
other buyers the preferred position in their 
—— production schedules, but should 

elp emphasize the importance of this type 
of planning. 


Letters are also being prepared to 
acquaint current suppliers of materials 
and services with Owens-Illinois plan- 
ning. 

When time comes to place orders for 
the future, the company has prepared a 
letter which will accompany the orders. 
The letter explains that the orders are 
placed on a “layaway” basis, and are 
conditional, because they are for ma- 
terials or equipment unobtainable now. 
Owens-Illinois suggests that orders be 
accepted, with right to cancel, and has 
gone so far as to ask each company to 
estimate any charges which would be 
incurred in the event of cancellation. 
Current prices are used, but in placing 
the orders the stipulation is made that 
labor and material costs, if higher than 
today, will be considered in arriving at a 
final and mutually satisfactory price. 

Owens-Illinois asks each company re- 
ceiving an order to outline its plans for 
postwar, feeling that it is well to be in 
touch with the postwar planning of each 
of its suppliers. | 

In addition to these contacts, meetings 
of the company’s managers have been 
held to acquaint them with the organiza- 
tion’s philosophy on postwar planning 
and to show them what is being done. 

Owens-Illinois’ Container Division has 
given postwar assignments to the follow- 
ing departments: ‘ 

Sales Department 
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Controller’s Department 
Packaging Research Division 


General Service Department 

General Manufacturing Department 

In the various communities where the 
company maintains manufacturing faci- 





lities, company officials have agreed to 
cooperate on postwar planning with 
other industrial executives through the 
Committee for Economic Development, 

American Business, January, 1944, 
p- 36:1. 


Ginancial Management 


Fiscal Planning for Reconversion 


OW to maintain solvency through 
the coming period of reconver- 
sion is the paramount issue today 

for many companies engaged in war pro- 
duction—especially the smaller ones. The 
only answer is to prepare now—as if it 
might come tomorrow—for the day 
when all war contracts end. 

An accurate estimate of the reconver- 
sion dangers seems possible only through 
financial forecasting, so that the top men 
in the company may see where their 
dangers lie and how to forestall them. 
The accompanying items should be fore- 
cast for a year to 18 months ahead on a 
quarterly basis, possibly in very large 
companies on a monthly basis, and esti- 
mates should be revised and extended 
quarterly. Some changes may have to 
be made by individual companies in the 
various items. 

1. Cash: Cash and cash items often 
seem to bulk large until they are set 
against the weekly payroll and the cost 
of running the business. How many 
weeks would the cash and cash items 
meet the payroll? At certain periods in 
the fiscal year the charges against cash 
would vary greatly because of tax ac- 
cruals, 
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2. Government Securities: In the case 
of a corporation, this should always be 
regarded, and invested, as a cash item, 
and therefore should be kept in a form 
readily convertible into cash. For all 
corporate purposes, short-term certifi- 
cates and notes would seem best. 

3. Accounts Receivable: The War 
Production Board has disclosed that so 
far an average of 414 months has been 
taken to settle cases on which claims have 
arisen. The accounts receivable of a 
company may all be good but still com- 
prise such a large part of the current 
assets that their prompt collection will 
be essential to keeping the company out 
of bankruptcy unless other resources are 
available. If a company has only one 
customer and the payment of its claims 
may be deferred, on an average, 444 
months, can the working capital and 
bank credit meet all its financial require- 
ments? 

4. Inventory: Good production prac- 
tice requires that a large enough inven- 
tory be kept for highest efficiency, but 
inventory hoarding may prove to be the 
point where fiscal planning is weakest. 
Right now it is probable that most in- 
ventories could be readily sold, since 
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many materials are selling at a premium. 

5. Total Current Assets: This item 
shares the weaknesses of the preceding 
ones, and the word “current” may prove 
to be illusory when irfventory is hard to 
sell, employee severance pay must be 
given, and accounts receivable claims 
settled. 

6. Accounts Payable: With this item 
should also be lumped, or rather taken 
into consideration, those material and 
subcontract commitments which can be 
canceled only after certain stipulated 
cancellation payments are made, and 
also those materials on order which are 
in transit or in process of manufacture. 

7. Bank Loans: The type of loans be- 
ing used now should be studied carefully 
to ascertain that it cannot be called, or 
its extension refused, just when the funds 
might be most needed for the change- 
over to peacetime work. 

8. Accrued Taxes: If the transition 
from war to postwar production should 
occur in the middle of the ftscal year, 
the cost of changeover would immedi- 
ately begin to reduce the year’s earnings 
and income tax liability. Then any taxes 
previously accrued on a high EPT basis 
and set aside would become available for 
use at least in part to help make the 
changeover. Thus it is important to set 
aside, monthly or quarterly, sufficient 
cash to cover all accrued taxes; and the 
taxes should be computed at the EPT 
level which would be in effect on a full 
year’s rate of production and earnings. 

9. Total Current Liabilities: This 
item will never reflect the full amount 
of current liabilities under the present 
fiscal setup of the average company. To 
it must be added those other liabilities 
which will immediately become evident 
upon final termination of war contracts. 


May, 1944 


Some important current liabilities which 
do not show are possible severance pay 
for employees, bills of subcontractors, 
and bills for materials which have not 
yet been received because they are in 
transit or are on order or in process of 
manufacture. Of the invisible liabilities 
which do not show on the balance sheet, 
one of the largest is the cost of compiling 
and collecting claims on contracts where 
claims arise. 

10. Excess Net Current Assets is a 
figure which may prove highly mislead- 
ing, for the speed with which the ac- 
counts receivable and inventory can be 
turned into cash often will determine 
whether there is any real excess of net 
current assets or whether there will be 
an actual working capital deficit when 
two or three weeks have elapsed after 
date of contract termination. 

11. Weekly Payroll: Management 
must always consider how long cash 
and cash items could meet weekly pay- 
rolls. Some companies find that cash 
would be exhausted in about 18 days 
after contract termination. Long before 
this termination date, a signed agreement 
should be arrived at between the com- 
pany and the employees’ labor repre- 
sentatives covering the order in which 
employees should be dismissed as well 
as the payment of severance wages. 

12. Total Approximate Value of Out- 
standing Subcontracts and Orders for 
Material: The company _ executives 
should always know the approximate 
amount of contingent liability to sup- 
pliers and subcontractors. This will also 
serve to keep management aware of the 
need for having a carefully prepared 
set of cancellation orders ready for re- 
lease when final contract termination oc- 
curs. ; 
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13. Reconversion Reserves: This item 
should be ample, and even then the 
amount allocated to it probably will not 
cover the final cost, because no one can 
foresee all the expenses which reconver- 
sion will entail. Furthermore, these re- 
serves should be set aside in cash or in 
short-term government securities, rather 
than as a mere bookkeeping item. 

14. Renegotiation Reserves: This 
item has received careful consideration 
by most companies, and therefore does 
not seem to present any unknown haz- 
ards. 

15. Postwar Refund of Excess Profits 
Tax: All companies which incur an ex- 
cess profits tax know that 10 per cent 
of the annual EPT collected by the Treas- 
ury will be repaid in non-negotiable gov- 
ernment bonds coming due in a pre- 





scribed sequence after the war. Most 
companies which had fixed debt or bank 
loans in force before this law was passed 
are availing themselves of the option to 
use this credit and retire the debt by sup. 
plementing every 40 cents of accrued 
EPT credit with 60 cents of the com. 
pany’s money for this purpose. 

16. Bank Credit Arranged for Recon- 
version: The credit requirements of a 
company depend on how fast it can re- 
convert into peacetime production, how 
fast it can turn its accounts receivable 
and inventory into cash, its severance 
pay requirements, if any, and other fact- 
ors varying with the individual company. 
An ample amount should be arranged 
for now, either undér a government- 
guaranteed loan or through straight bank 
credit. By Hat Cocswetu. Barron’s, 
April 24, 1944, p. 6:2. 


Aid in Renegotiation 


(THE Securities and Exchange Commission is well advanced on a comprehensive 
statistical survey of the financial structure of 1,106 companies and their subsidi- 
aries to be used by government renegotiation boards in adjusting war contracts. 

Based on data taken from registration statements and annual reports in the SEC 
files, the survey findings now being released set forth the net sales, operating profit, 
provision for war and related contingencies provided out of income, net profit before 
taxes, and net profit after taxes of each company for every year it has filed with SEC. 

In each case, the operational expenses are broken down into selling, general and 
administrative expenses, maintenance and repairs, and depreciation, depletion, amor- 
tization, etc. Each of these items is shown every year, as a percentage of net sales. 

The SEC also reports the net worth of each company (beginning of period), the 
intangible assets (beginning of period), the net profit before income taxes as a per- 
centage of net worth, and the net profit after income taxes as a percentage of net 
worth. After the completion of contract renegotiation with the government, any 
changed items in the above are shown in a footnote. 

To provide the renegotiators with a basis for comparison, SEC has prepared a 
set of combined totals by industry groups. By comparing the data of the company 
being renegotiated with the combined totals for the industry, and with other com- 
parable plants, the boards will be able to determine which items, if any, are out of 


line, and how far. 


The SEC report is not being given general circulation, but volumes are on file 
at all SEC offices and are available to the public. Thus war contractors may compare 
the profit margins allowed them by the government renegotiators with those allowed 
their industries as a whole, as well as individual competitors. 
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Commodity Prices as a Guide to Policy 


NE of the most difficult problems 
that executives face in reaching 
decisions lies in making assump- 

tions regarding external influences that 
will prevail in the future and in measur- 
ing these influences in terms of their com- 
panies’ activities. The usual tendency 
is to project the present or the recent 
past. This tends to create pessimism 
when optimism is fundamentally justi- 
fied and tends to induce a high degree 
of optimism when pessimism would be 
desirable. Since this error arises from 
emotional and psychological influences, 
an external guide is probably required 
to provide some grounds for realistic 
checking. 

Are there any tools that can be utilized 
to make the problem of gauging the fut- 
ure less difficult? Is there any way in 
which a sufficient degree of perspective 
can be provided to lessen the danger of 
being optimistic and pessimistic at the 
wrong times? 

There is one tool that has been largely 
overlooked because of the natural ten- 
dency of individuals to overemphasize 
the importance of stock price movements. 
My own experience indicates that an 
analysis of raw material price move- 
ments provides an effective tool to be 
used as a check against judgment and 
logical analysis in,gauging the future of 
business activity. Commodity prices are 
relatively more satisfactory than stock 
prices as a forecasting tool for the fol- 
lowing reasons: 

1. The prices of basic raw commodi- 
ties are affected to a much smaller de- 
gree by psychological influences than 
are stock prices. In fact, many of the 
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basic swings of most raw commodities 
are determined by supply and demand 
influences and by the size of stocks in 
terms of months’ supply. 

2. The turning points at the bottom 
of a cycle are easier to detect in the case 
of raw commodities than in the case of 
stock prices. Stock prices often rise very 
substantially (in some cases by as much 
as 50 per cent) within a few months 
after the rise starts from a depression 
bottom. In the case of raw commodity 
prices, in contrast, the rise is usually 
moderate during the first year or two of 
recovery. Thus there is usually a rather 
lengthy interval of time in which to de- 
termine the reversal of trend. 

3. When stocks of a sensitive com- 
modity once reach and fall below nor- 
mal in terms of months’ supply, the price 
rises sharply regardless of the general 
psychological influences that prevail on 
the outside. 

4. Raw material prices have another 
advantage over stock prices for forecast- 
ing purposes. As is well known, stock 
prices decline rather sharply during bull 
market reactions and rise rather vigor- 
ously during temporary bear market ral- 
lies. It is, consequently, difficult to dif- 
ferentiate the minor from the major 
turning points. The fluctuations in signi- 
ficant cyclical commodity prices are, in 
contrast, much less misleading than are 
the fluctuations in stock prices. 

The analysis of raw material prices 
usually gives better results than does the 
analysis of other series that miglit be 
utilized as forecasting aids, for the fol- 
lowing reasons: 

1. Other series are not usually avail- 
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able for long enough periods, and con- 
sequently do not provide proper per- 
spective. In contrast, important com- 
modity price series can, with persistence, 
be carried back to the beginning of the 
1800's. . 

2. Most series are not available until 
a month or two after the end of the 
period that they are measuring. 

3. Commodity prices are usually sub- 
ject to wide fluctuations that are deter- 
mined largely by fundamental business 
influences, and by policies with respect 
to forward buying or inventory reduc- 
tion. As stocks in terms of months’ sup- 
ply decline below normal, prices usually 
rise regardless of general psychological 
influences. Similarly, prices decline when 
stocks in terms of months’ supply start 
to advance or when a previous wave of 
forward buying ceases. In addition, the 
action of commodity prices at the major 
turning points at the bottom of a de- 
pression is likely to be distinctive enough 
to be apparent to the trained observer. 

Not all raw material prices are equally 
useful as guides in calling the turning 
points in a cycle. Obviously, it is only 
by comparing the movements of the 
prices of a number of raw commodities 
that it is possible to determine those 
which are the most useful. 

The characteristics that are most de- 
sirable in the commodity prices employ- 
ed gauging future trends are as follows: 

1. Lack of sensitivity to weather in- 
fluences. While this qualification rules 
out the prices of such agricultural prod- 
ucts as cotton and wheat, the movements 
of the prices of these commodities are 
not without significance in certain phases 
of the cycle. 

2. A high degree of immunity to in- 
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termediate stock market fluctuations and 
to stock market psychology. While the 
prices of most raw commodities are free 
from the effect of stock market psychol- 
ogy when stocks of the commodity in 
terms of months’ supply fall below nor. 
mal, some commodities are relatively 
free from the effect of stock market psy. 
chology during virtually all phases of 
the cycle. 


The prices of commodities like wheat, 
cotton and hides are eliminated under 
this category. The prices of an appreci- 
able number of sensitive raw commodi- 
ties of non-agricultural origin, however, 
meet this qualification, as probably do 
cattle and hog prices. 


3. The fluctuations in prices should 
be determined largely by fundamental 
influences, and the prices of the com- 
modities should be sensitive to changes 
in the supply or the demand situation. 
The commodities that are chosen should 
not, however, be so sensitive as steel 
scrap prices, which decline almost as 
materially and rise almost as vigorously 
at minor turning points as they do at 
major turning points in the cycle. 


4. The price movement of the com- 
modity should be consistent once a trend 
is established and should not be erratic. 


5. Price changes should take place 
whenever important shifts occur in the 
supply, demand and stock position. 


Studies of raw commodity price move- 
ments reveal that the prices of such com- 
modities usually advance 90 per cent or 
more from the depression lows to the 
prosperity peaks. Such studies will in- 
dicate the inadvisability of looking for 
another major depression when sensi- 
tive commodity prices have merely re- 
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vealed an advance of 20 per cent or so 
from their depression lows. Strange as 
it may seem, numerous observers antici- 
pated another major business collapse 
in 1939 and in the early part of 1940, 
when some raw commodities had hardly 
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started their rise from their depression 
lows. 

From an address by Paul J. Weber be- 
fore the New York Chapter of The So- 
ciety for the Advancement of Manage- 
ment, March 16, 1944. 


Weaknesses in Unemployment Compensation 


NEMPLOYMENT _ compensation 
has proved its value during the 
past few years. Since 1938, mil- 
lions of workers have been provided 
with income during periods of unem- 
ployment, and many thousands have 
been kept off relief rolls as a result. 
Experience has convinced us too that 
the general principle of relating both 
contributions and benefits to wages, 
which is found in all state laws, is prefer- 
able to the flat rate as used in Great 
Britain, for example. We are also de- 
veloping a somewhat clearer conception 
of the function of unemployment com- 
pensation in relation to other types of 
assistance—to work programs, on the 
one hand, and to employment and per- 
sonnel policies and to labor relations on 
the other. Furthermore, many employers 
have found it an economical and system- 
atic way of meeting a situation with 
which an individual employer finds it 
difficult to deal. 
.But experience also suggests that if 
unemployment compensation is to play 
a major role in meeting the problems 


_ of the postwar period, it must be made 


a more effective device than it is at 
present. The Committee for Economic 
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Development some months ago empha- 
sized two of the major weaknesses of our 
unemployment compensation program to 
which the experience of the last eight 
years has directed attention—relatively 
small benefits and limited duration. I 
should like to add another—limited 
coverage. 

In the matter of coverage, most of the 
state laws are now more adequate than 
the Federal Act. The unemployment 
compensation provisions of the Federal 
Act do not cover the employer of less 
than eight people. The old-age and sur- 
vivors’ insurance provisions apply to 
employers of one or more.. If coverage 
for unemployment compensation were 
made the same as for old-age and sur- 
vivors’ insurance, as has already been 
done in a number of state laws, two to 
three million additional persons would 
be covered by the unemployment com- 
pensation program. This need be no 
great administrative burden on small 
employers. Since they are already re- 
porting under the old-age program, it 
would seem that with minor changes one 
report could be made to serve both 
purposes so far as the Federal Govern- 
ment is concerned. Also, coverage might 
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well be extended to certain other groups 
now altogether excluded. 

With reference to the size of the 
weekly benefit, of course, the Federal 
Act sets no standard whatever; that is 
left entirely to the states. And while the 
general average is fairly good (a little 


over $12.60 a week), 25 per cent of all . 


checks for total unemployment in 1942 
were still less than $10 per week. The 
maximum of $15-$20 in practically all 
states automatically limits all better-paid 
workers to less than 50 per cent of their 
wages. It seems, therefore, that in many 
states some increase in the minimum 
benefit is desirable in order to meet 
minimum needs, and an increase in the 
maximum in order to maintain a reason- 
able relation to previous earnings. 

In considering the adequacy of benefit 
payments, we immediately run into a 
second question—whether the general 
level of benefits should be raised or 
whether additional benefits should be 
paid for dependents. Under unemploy- 
ment compensation the only law which 
recognizes dependents is that of the Dis- 
trict of Columbia, where $1 a week, with 
a maximum of $3 additional, may be 
allowed for dependents. The maximum 
payment, in any case, is still the same: 
$20, either with or without dependents. 
The Social Security Board feels that any 
additional money spent for unemploy- 
ment benefits would do more good and 
would meet existing needs to a greater 
extent if increased benefits were related 
to dependents rather than given as an 
increase in the general level of benefits. 

An indication of inadequate duration 
is found in the fact that a large propor- 
tion of claimants are still unemployed 
when their benefit rights are exhausted. 
In the rather good year 1941, for the 
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country as a whole, one-half of all claim. 
ants were still unemployed when they 
had exhausted their benefit rights. Prob. 
ably no change in the program would 
do more good than an extension of dura. 
tion. The Committee for Economic De. 
velopment has suggested 26 weeks, and 
this would doubtless meet the need in 
the majority of cases. 

Another question receiving increasing 
attention is the desirability of paying 
benefits for the same length of time to 
all eligible workers, regardless of differ. 
ences in previous employment or earn- 
ings. Sixteen states already pay benefits 
for the same length of time to all who 
continue eligible, without reference to 
past employment. This uniform duration 
varies from 14 weeks to 20 weeks. Of 
course, such a program will cost some- 
what more than one providing more 
limited benefits, but the increase in cost 
will be relatively small compared with 
the increased protection afforded. — 

In the matter of minimum and maxi- 
mum benefits, and also in the matter of 
duration, the state laws have been slight- 
ly liberalized in the past few years. In 
another respect, however, there is an 
opposite tendency. This is in the matter 
of disqualifications. A worker may not 
be disqualified for refusing to accept a 
job on which there is a strike, or if wages 
and hours, etc., are less satisfactory than 
for similar work in the same community, 
or if he would be required to join a 
company union or resign from a bona 
fide labor organization. But all unem- 
ployment compensation laws disqualify 
for various other acts, such as voluntary 
leaving, refusal of suitable work, mis- 
conduct, going on strike, etc. Such dis- 
qualifications are essential if payments 
are to be made only for involuntary 
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unemployment. But it is clear, too, that 
if otherwise eligible workers are disqual- 
ified for extended periods; or, worse 
still, if benefit rights are canceled entire- 
ly so that a worker who leaves a job 
voluntarily or refuses another job, re- 
gardless of his reasons for doing so, can 
never obtain benefits on the basis of 
past employment—then workers are be- 
ing deprived of protection just as effec- 
tively as if benefits were slashed, or 
duration reduced, or conditions of eli- 
gibility tightened. 

True, the state laws commonly provide 
that the disqualification may be avoided 
if a worker shows good cause for leav- 
ing or for refusing a job, etc.; but more 
and more, the good cause must be “at- 
tributable to the employer” or related 
to the employment. But we can all cite 
circumstances not related to the em- 
ployer under which a worker would be 
justified in leaving or refusing a job. 
While the Social Security Board has no 
authority to prescribe standards in this 
field, it has consistently suggested to the 
state agencies that good cause should 
include personal situations as well as 
conditions related to the employment and 
that, in any case, disqualification should 
take the form of postponing benefits for 
a specified time rather than canceling 
benefit rights entirely. 

The tendency to impose more rigorous 
disqualifications is one of the most . 
serious ‘developments in recent years, 
and there seems to be little doubt that 
it is related to the increasing emphasis 


> 


on tax reduction in the form of experi- 
ence rating. There is a basic inconsis- 
tency between the assumptions under- 
lying experience rating as it is working 
out and the principles of social insur- 
ance. A social insurance program is a 
joint undertaking, under which workers 
and employers, generally, cooperate to 
protect the individual against certain 
risks which are inherent in the industrial 
process. No one, I think, can deny that 
unemployment is caused primarily by 
general industrial conditions rather than 
by any particular employer’s action. 
Yet experience rating rests, in the main, 
on the assumption that individual em- 
ployers can control the risk of unem- 
ployment. 


The experience rating provisions are 
inconsistent, also, in that they tend to 
reduce contribution rates in good times, 
when it’s easier to pay, and increase them 
when business goes bad. This may be 
minimized by relating rates to average 
charges over a number of years. 


Another weakness which has become 
apparent is the failure of the federal- 
state program, thus far, to develop any 
procedure for distributing over the coun- 
try as a whole a part of the excessive 
burden which would fall on certain states 
in any period of serious unemployment. 


By Georce E. Bicce. From Social 
Security in America (Chamber of Com- 
merce of the United States, 1944). 103 
pages. Members, gratis; non-members, 


$1.00. 
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e WHILE unemployment compensation claims have declined to unprecedented levels, 


the number of workers building up rights to 
mark in 1943, having risen steadily from a 


future benefits approached the $45-million 
low point of $27%4 million in 1938. The 


Unemployment Trust Fund balance now totals almost $5 billion. 
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Developments in Marine Insurance 


ARINE insurance, that sensitive 
indicator of the fortunes of 
ocean-borne commerce, says the 

United Nations have won the war on the 
water. 


A year ago at this time the great bulk 
of war risk insurance on America’s im- 
ports was handled by the government’s 
War Shipping Administration. The risks 
were so great and so uncertain that rates 
which commercial underwriters were 
forced to quote were much higher than 
those offered by the W.S.A. As a sample 
of W.S.A. non-compensatory rates, coffee 
is still only 25 cents per $100 from any- 
where in the world to the United States, 
and the commercial insurance market 
does not attempt to compete on this 
item. 


Today, however, nearly all war risk 
coverage, except on a few commodities 
and a few special trades, is again being 
written by regular commercial carriers. 
As safety has returned to the sea lanes, 
private companies have dropped their 
rates to levels competitive with those 
quoted by the government agency. 

As an example, during the winter of 
1942-43, the commercial rate to some 
Alaska ports was as high as $2 per $100. 
Today it ranges from 20 cents for south- 
east Alaska to 5714 cents as far as Nome 
up in the Bering Sea. 

Just how war risk insurance rates have 


dropped is indicated in the following 





comparison: 
, April, Early 
1944 1943 
N. Y. to United Kingdom ports........ $2.00 $10.00 
Australia to San Francisco.................... 2.00 4.00 
United States North Atlantic to 
Spanish Mediterranean ports............ >. sabaiseane 
United States North Atlantic 
PR RG hieck crnisacta hava cteckecebsbercsedaseecias 6.50 15.00 
United States North Atlantic 
to Calcutta 7.50 17.50 
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But while war risk rates have dropped, 
surcharges still apply in varying degrees 
on regular marine hull and cargo cover. 
age. These surcharges arise from the 
increased likelihood during wartime of 
losses from perils regularly assumed 
by underwriters. 


Added chances of collision are taken 
by a vessel when it runs without lights, 
as must often by done in wartime. Regu- 
larly provided aids to navigation, such 
as lights, weather reports, channel mark- 
ers and pilot services often are either 
lacking or undependable. 


Cargo undergoes many added perils, 
also. Theft and pilferage in the Central 
and South American trades has always 
been rather high, but today claims from 
this source are very great, and the sur- 
charge to the East Coast of South 
America, south of Paramaribo from San 
Francisco, for example, is $1.15 a hun- 
dred. From the same port to Honolulu 
it is 40 cents. “Nobody ever appropriates 
anything out of a customs warehouse in 
the Hawaiian Islands,” one marine un- 
derwriter explains, “but in some of those 
South American ports the cargo just 
seems to walk off by itself.” 


Another current loss factor in cargo 
is the inexperience of many people now 
engaging in the export trade, some for 
the first time. They do not understand 
the necessity of careful packing—that 
fine line of making the protection strong 
enough, yet not making it so heavy that 
the consignee will have to pay high 
freight charges on an unnecessary 
amount of dead packing material. By 
Lewis B. Reynotps. The Wall Street 
Journal, April 28, 1944, p. 1:2. 
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The Management Question Box 


Questions and Answers on Management Practice 
Based on the Inquiries Received by the AMA Research 


and Information Bureau. 


Individual replies are made promptly either by mail or telephone to inquiries 
received by the Research and Information Bureau. This service is available to 
executives of concerns holding company memberships. The questions cited here 
are those which it is believed are of general interest to the membership. 


Allocation of Office Space 


Question: We are laying out a new office and should like to know what amount 
of space to allocate to desks, aisles, private offices, etc. What is standard practice 
in this respect ? 


Answer: The following factors should receive attention in office layout: 


(1) Consideration of Gross Space: 

Gross space includes abutments, irregular non-usable bays, and, 
particularly, columns. The latter, of course, in modern buildings serve 
as outlet channels for telephones, buzzers, lights, dictation machines, 
fans, calculating machines, dictographs, etc. 

(2) Deduct the space used by abutments, irregular bays, and columns from 
Gross Space; the remainder will be the Net Area Space. From this 
deduct space for washrooms, rest rooms, reception area, general aisles, 
cloakrooms, drinking fountains, etc. 

(3) This leaves the Net Usable Space, i.e., the actual area remaining in 
which the work is to be carried on. 

With respect to the net usable area, a number of factors must be considered. 
Foremost, of course, is the class of work to be done—typing, dictating, filing, 
interviewing, calculating, bookkeeping, etc. Factors that may disrupt clerical 
activities—whatever their source—must naturally be borne in mind, since they 
are bound to affect the amount of space required. 

Work flow is of paramount importance in space allocation. Indeed, this 
factor is as vital in the office as in the plant. It has a distinct bearing on the 
location of clerks, supervisors and junior executives, and their proximity to the 
directing executive—particularly if that person is situated in a private office. 
Straight-line flow to effect standardization of control is prerequisite to efficient 
office arrangement. 
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Public access to desks must be given careful attention. Points of ingress 


and egress for visitors are factors that should not be overlooked in planning 3 


office layout. Light, heat and noise must also receive careful consideration. 


Some general standards for “footage” have been established as follows: 


nN ic. cscencrennnssnrasiiacsiecsemwenchonbscsnsonansinbaneass 300 sq. ft. 
= “ department head or technician ...................0.00000 250 sq. ft. 
Space for department head or technician .....................ccccccsceceesseeeeeoes 150 sq. ft. 
Space for division head, chief clerk, etc., or employee requiring 
OR TI i cscs sania vovctaooncivenkss poise ensibnhibocbnnobes 75 sq. ft. 
Space for stenographer-secretary ....................cccc:csssssssesssseseseeseseseceeneneasens 50 sq. ft. 
nT a SNe cealantenlbanccaeveebeaneecamegutontoed 40-45 sq. ft. 


Never lose sight of the need for probable expansion. Many organizations 
have suffered severely by failing to provide for growth. 

Frankly, there are no general rules as to what space should be left between 
desks placed in a longitudinal row; what the minimum space between desks in 
a horizontal row should be; and what space should be left for aisles. The 
question of aisle space alone must be weighed from many angles. For example, 
to what traffic are aisles subjected? Are files moved through the office on hand 
trucks, is equipment shifted from place to place? In the final analysis, allocation 
of aisle space must be based on careful appraisal of office traffic. 

Incidentally, the War Department recently established an allowance of 50 
square feet per person for 54-inch desks, 60 square feet for 60-inch desks, and 
100 to 500 square feet per person in a private office. These figures represent a 
reduction from earlier War Department standards. 





Briefer Book Notes 





SALES MANAGEMENT TRENDS AND PRACTICES. The Dartnell Corporation, 
Chicago. (Loose-leaf binder in leatherette; 12 typewritten reports with exhibits.) $12.50. 
This Dartnell survey presents helpful information for the use of executives responsible for 
postwar sales planning. Dealing with practical problems of sales management, it covers the 
plans now being formulated by various companies to get their share of postwar business. 
It discusses new trends in sales management, salesmen’s compensation, training methods, 
territory control, and other factors which must be considered in setting up postwar sales 
programs. , 


THE SUPERVISOR’S JOB IN INDUSTRY. By Anthony C. Baudek and Mark L. 
Brooks. McKnight and McKnight, Bloomington, IIl., 1944. 128 pages. 80 cents. A concise 
and practical outline of supervisory duties, enlivened with numerous comic drawings. Sub- 
jects covered include “Supervisor’s Place in Industry,” “Maintaining a Working Staff,” 
“Getting Out Production,” “Employer-Employee Relations.” Recommended reading for the 
newly appointed supervisor. 


TRAINING IN INDUSTRY: A Bibliography. Industrial Relations Department, The 
Ensign-Bickford Company, Simsbury, Conn., 1943. 22 pages. 75 cents. A selective biblio- 
graphy _ outstanding books and articles on industrial training published during the past 
two decades. 


BIBLIOGRAPHY ON POSTWAR PLANNING. Service on Postwar Information, Time, 
Inc., New York, April, 1944. 73 pages. Gratis. This comprehensive bibliography of books 
— articles on postwar planning places special emphasis on various phases of postwar dis- 
tribution. 
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